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Russian bank head 
says credit deal 
is meaningless 


The chairman of Russia's 
central bank has 
described the much-her- 
alded deal between 
the government and 
the bank on limiting 
credit expansion as 
meaningless, and pre- 
dicted that it wit] be 
broken. Victor Gerash- 
chenko (left) said Boris 
Fyodorov, the deputy 
prime minister in charge 
of economics and finance, would not be able to 
keep spending within agreed limits. Page 3: Yeltsin 
has the edge as referendum nears. Page 3 

Farewell to Hani: Tens of thousands of grieving 
South African blacks paid their last respects 
to assassinated guerrilla leader Chris Hani, as 
evidence emerged that his death may have been 
part of a rightwing conspiracy to destabilise democ- 
racy talks. Page 14; Mandela eases himself into 
media spotlight. Page 6; Editorial Comment, 

Page 13; Evangelist of good sense. Page 32 

Seat, Spanish carmaker owned by Germany’s 
Volkswagen group, suffered losses last year for 
the first time since 1988 after being hit by high 
debt servicing charges, a weakened peseta and 
a shrinking market. Page 15 

Purchaser accused: The Iraqi-owned company 
that sold Matrix Churchill, the former UK machine 
tool manufacturer, two years ago is taking legal 
action against the buyer for allegedly defaulting 
on a staged payment due in January. Page 14 

Talks postponed: Arab delegations to the 
Middle East peace negotiations have forced a 
week’s delay in the opening of the ninth round 
of talks due to begin tomorrow. Page 6 

Poll prediction: Spain's general elections could 
produce a hung parliament on June 6, according 
to the first opinion polls to be published since 
Socialist prime minister Felipe Gonzalez called 
a snap poll a week ago. Page 6 

Minister fired: President Hosnl Mubarak of 
Egypt sacked his minister of the interior following 
mounting criticism of the violent response by 
the security forces to the recent wave of attacks 
by Islamic extremists. Page 6 

Europe MetalH, Industrial arm of Societa 
- Metallurgies Italians. Europe’s biggest maker 
of semi-finished copper and alloy products, plunged 
into a D37.4bn loss owing to the recession 
and problems at its French subsidiary. Page 18 

Boost for AMD: A US court ruling has opened 
the way for Advanced Micro Devices to compete 
with Intel in the market for microprocessor chips 
used in the latest generation of personal computers. 
Page 15 

C&J Clark, UK shoe manufacturer riven by 
board dissent, is poised to inform shareholders 
of the details of a bid from Berisford International, 
property and agribusiness company. Page 15 

European Monetary System: The Spanish 
peseta starts the week looking a little more feeble 
in the European exchange rate mechanism grid. 

At the start of last week, there were some 1.73 
percentage points separating it from the weakest 
currency, the French franc. That divergence has 
slipped to 1.37 percentage points in the last four 
trading days. 

The slippage is partly due to the franc's stronger 
performance, following last week’s cut in one 
of the Bank of France's key interest rates. But 
the news that Spain’s general elections are to 
be brought forward to June 6 has pul the peseta 
under pressure. Foreign exchange dealers doubt 
whether Spain’s opposition parties are as commit- 
ted as the Socialists to the peseta's membership 
of the ERM. Turmoil abates but worries remain. 
Page 3; Currencies, Page 27 
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The chart shows the member currencies of the 
exchange rate mechanism measured against the 
weakest currency in the EMS 's narr ow 2. 25 per 
cent fluctuation band. In practice, currencies tn 
the narrate band cannot rise more than 2.25 per 
cent from the weakest currency in that part of 
the system. The Spanish peseta and Portuguese 
escudo operate with 6 per cent fluctuation bands. 

Radar attack: A US fighter aircraft destroyed 
an Iraqi radar site after being targeted by anti-air- 
craft radar while patrolling the no-fly zone in 
northern Iraq, the US European Command said. 

IBM, world's largest computer manufacturer, 
and IBM CreditCorp. its leasing subsidiary, are 
preparing to launch a $4.6bn syndicated loan, 
according to banking sources. The financing is 
for general corporate purposes. Page 18 

Maastricht move: The UK’s opposition Labour 
party will today launch a fresh attempt to force 
ministers to back down over Maastricht s social 
chapter. Page 8 
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Bosnian Serbs to quit peace talks 


Move follows anger at UN vote to tighten sanctions 


By Robert Mauthner and Our 
Foreign Staff 

THE BOSNIAN Serbs intend to 
walk out of the international 
peace talks chaired by Mr Cyrus 
Vance and Lord Owen following 
the United Nations Security 
Council’s derision at the week- 
end to impose tighter sanctions 
against the rump Yugoslavia. 

This was made clear yesterday 
as UN helicopters began evacuat- 
ing seriously wounded civilians 
from Srebrenica; the encircled 
eastern Bosnian Moslem town, 
under a ceasefire agreement 
negotiated between the military 
chiefs of the Serb attacking 
forces and the Moslem defenders 
early yesterday. 

Mr Radovan Karadzic, the Bos- 
nian Serb leader, told Belgrade 
Radio that the self-styled Bosnian 
Serb “parliament" would decide 
whether the Bosnian Serb delega- 
tion would leave the talks before 
April 26 or after. 


•ZAGREB 


CROATIA 


Serbs look to Yeltsin’s enemies. 
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That is the deadline set by the 
Security Council for the imple- 
mentation of the new sanctions, 
unless the Bosnian Serbs sign the 
Vance-Owen plan, dividing Bos- 
nia into 10 semi-autonomous 
provinces. 

The sanctions are intended to 
put on pressure Serbia to force 
the Bosnian Serbs to endorse the 
peace plan. Under the sanctions, 
all countries would be banned 
from transporting goods across 
Serbia and Montenegro, monitors 
would be placed on Danube river 
ships, financial assets would be 
frozen, a maritime exclusion zone 
would be set up in the Adriatic, 
and Yugoslav planes and trucks 
abroad would bo impounded. 

For the moment, however, 
sanctions appear to be having the 
opposite effect from that 
intended, with Mr Karadzic 


angrily describing them as a 
“diktat and imposition". Lord 
Owen, who has been advocating 
air strikes against strategic 
bridges and roads in Bosnia as 
part of the effort to deprive the 
Bosnian Serbs of vital supplies, is 
flying to Belgrade on Wednesday 
for talks with President Slobodan 
Milosevic of Serbia. 

His mission is widely seen as a 
desperate and possibly final 
attempt to persuade Mr Milosevic 
to make the Bosnian Serbs accept 
the peace plan. 

In Srebrenica, three French 
Puma helicopters, aided by 145 
UN Canadian troops and a num- 
ber of armoured personnel carri- 
ers which moved into the town to 
monitor the ceasefire and start 
disarming the Moslem defenders, 
flew out 28 casualties to the Mos- 
lem-held northern Bosnian town 


of Tuzia. Airborne evacuations of 
some 500 badly wounded or sick 
people are due to continue for 
several days, barring hold-ups by 
Serbian inspections. 

A UN spokesman said Srebren- 
ica. which is surrounded by Serb 
troops within rifle-fire range, was 
calm while the evacuation took 
place. Claims by the Moslem-con- 
trolled Sarajevo radio that the 
Serbs shelled Moslem defensive 
lines round the town after the 
ceasefire came into effect at 2 
a.m. local time, could not be con- 
firmed by independent sources. 

The Canadian UN soldiers have 
orders to secure the demilitarisa- 
tion of Srebrenica, with a popula- 
tion of some 30,000 and one of the 
last Moslem-held strongholds of 
eastern Bosnia, within 72 hours 
of their arrival. 

The UN-brokered agreement, 
which was signed by General 
Ratko Mladic, the Bosnian Serb 
army commander, and Mr Sefir 
Halilovic. the Moslem-led Bos- 








Mam reception point 
for Moslem refugees 
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niaii army chief, demands that 
all Moslem troops should turn in 
their weapons and ammunition 
to the UN forces by 11 a.m. on 
Wednesday. While it guarantees 
“correct treatment" for any per- 
sonnel who hand over their arms 


Remaining Moslem 
enclaves. Probable 
focus of future fighting 

MONTENEGRO 


to the UN. it does not provide for 
the disarming of the besieging 
Serb forces, which arc armed 
with heavy weapons. 

Though UN spokesmen denied 

Continued on Page 14 



Voters in Italy 
signal support 
for poll reforms 


A polling station official in Rome hands a nun voting papers for Italy’s referendum on electoral reform, party funding and six other issues 


By Haig Sfanonian in Mflan 

ITALIAN voters appeared 
yesterday to give strong support 
to electoral reform and the end- 
ing of state funding for parties. 

The referendums on those 
.issues were the first national test 
of public reaction to the wave of 
corruption scandals which has 
seen the arrest of some of the 
country's leading politicians and 
businessmen. 

Mr Giuliano Amato, the prime 
minister, whose shaky four-party 
coalition has led the country 
through almost 10 months of 
unprecedented political upheaval, 
will consult President Oscar 
Luigi Scalfaro today. 

Mr Amato is likely to express 
his readiness to resign, having 
said at the weekend that he 
believes his government has 
reached its end. 

Speaking to the Confiudustria 
employers' federation, he said 
Italy needed new faces to imple- 


ment the popular desire for politi- 
cal reform. 

Voting, which began yesterday 
and will continue until 2pm 
today, showed a strong turnout 
for the eight separate releren- 
dums, which also include abolish- 
ing three ministries and reform- 
ing laws on drugs, the 
environment end state bank 
appointments. 

Although exit polls will not be 
available until later today, it is 
expected that there will be strong 
support for the two main referen- 
dums. which concern changing 
the electoral system for the sen- 
ate, the upper house of parlia- 
ment. and abolishing state fund- 
ing for political parties. 

At 5pra yesterday, 30.7 per cent 
of the electorate had voted, 8 per- 
centage points higher than at the 
same stage in the Fast referen- 
dum two years ago. 

Continued on Page 14 
Ian Davidson, Back page. Sect 11 


Pakistan president 
ousts government 


By Farhan Bokhan in Islamabad 

PAKISTAN’S President last night 
dismissed the government of 
Prime Minister Nawaz Sharif and 
appointed an interim military- 
backed administration. 

The decision was the climax to 
a bitter power struggle between 
Mr Sharif and President Ghulam 
Ishaq Khan, who accused the 
government of corruption and 
terrorising its opponents. Mr 
Khan has promised new elec- 
tions. 

The move came as troops loyal 
to the President guarded the 
state television and radio station 
in Islamabad. 

It followed a speech on Satur- 
day by Mr Sharif, in which he 
indirectly accused the president 
of supporting the government’s 
opponents and campaigning to 
oust it. 

Among the reasons cited by the 
president for the dismissal were 
the recent resignations of the 

members of the assembly and of 
ministers from the cabinet, wors- 
ening relations between the fed- 
eral government and the four 
provinces, and government cor- 
ruption. 

The president replaced Mr 

Sharif with Mr Balafch Sher 
Mazari. a little known feudal 
landlord from the province of 
Punjab. He will serve as interim 
prime minister until a new 
assembly is elected. 


The new government will also 
include members of Ms Benazir 
Bhutto’s opposition Pakistan 
Democratic Alliance. One of the 
two ministers sworn in last 
night, Mr. Farooq Leghari Is 
among Ms Bhutto’s closest aides. 

The dissolution order was 
announced less than four hours 
after a meeting between the pres- 
ident and Ms. Bhutto, which in 
itself was seen as a thaw in their 
relations. Mr Khan sacked Ms 
Bhutto’s government on charges 
or corruption in August 1990. The 
subsequent elections were won 
by Mr Sharif, the president's pro- 
tege at that time. 

Mr Sharif will be best remem- 
bered for initiating large scale 
reforms to unshackle the econ- 
omy from bureaucratic con- 
straints. However, senior govern- 
ment officials said the new 
government will try to reassure 
the business community that its 
interests will be protected amid 
fears of the reversal of Mr. Shar- 
ifs policies. 

Mr Mazari appointed a two- 
minister cabinet last night On 
the issue of his relations with the 
business community, Mr Mazari 
described them as ’the backbone’ 
of the country- In recent days, 
businessmen have been worried 
over the future of the country’s 
economic direction. 

Elsewhere on the streets of 
Pakistan, there were few reports 
of violence. 


Turkey 
faces threat 
of crisis 


By John Murray Brown 
'm Ankara 

TURKEY appeared to be heading 
for a possible constitutional cri- 
sis yesterday after the death of 
President Turgut Ozai. 

Mr Ozal, 65, who collapsed on 
Saturday with heart failure, was 
a reformer who for many in the 
west symbolised Turkey’s return 
to democracy and transition to a 
market economy. 

His death is anlikely to signal 
a shift in Turkey’s pro-western 
foreign policy. But with no obvi- 
ous successor and with party 
strengths In parliament finely 
balanced, diplomats say there is 
a real danger that the coalition 
government of Mr Suleyman 
Demi r el may become bogged 
down in infighting. 

If no consensus emerges after 
four parliamentary ballots to 
choose a new president, the con- 
stitution calls for general elec- 
tions for a new assembly. 

Having dominated the Turkish 
landscape, steering the country 
tbrough the Golf war and the 
subsequent Kordish refugee cri- 
sis, Mr Ozal had recently become 
more isolated. 

His loss will perhaps be most 
keenly felt by the Kurdish 
minority, which had come to 
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To build cost-effective bridges between European enterprise and US 
capital takes a special kind of market. 

One that's liquid, well-regulated and geared to maximising exposure — 
and opportunity - for growing companies. 

So it shouldn't surprise you that more overseas companies list their 
ADRs an The Nasdaq Stock Market than on. any other US exchange. 
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Serbs look to Yeltsin’s enemies 


By Laura SiJtoer in Belgrade 

IN SPITE OF stepped-up 
sanctions and the threat of mil- 
itary intervention. Serbs still 
believe that Russia will wrest 
them from the clutches of the 
west. 

Serb leaders are rooting for 
the victory of their communist- 
nationalist counterparts in 
Russia over President Boris 
Yeltsin in the referendum set 
for April 25. 

They have fostered ties with 
Mr Yeltsin’s fiercest opponents 
who make frequent visits to 
Belgrade and Serb-held territo- 
ries in Croatia and Bosnia. 

Serbia appears convinced 
that the US, faced with a 
choice between Bosnia and Mr 
Yeltsin, will not force Russia to 
oppose Serbia, its traditional 
ally and favourite of Russian 
nationalists. Remaining defiant 
even amid threatened sanc- 
tions, Serb commanders 
pressed on to mop up remain- 
ing pockets of Moslem resis- 
tance in eastern Bosnia. 

Diplomats believe after Sre- 


brenica, Serb forces will seize 
control of Gorazde and Zepa, 
the last two strongholds to the 
southeast 

Belgrade radio, In the grips 
of Serbian President Slobodan 
Milosevic, yesterday railed at 
Mr Yeltsin ater Russia 
abstained from a vote in the 
UN Security Council on a new 
package of draconian sanctions 
on Serbia. 

“Russia's abstention is noth- 
ing more than the shameful 
heeding of a Western diktat 
and the unprecedented inter- 
ference in the internal affairs 
of Yugoslavia," said the radio, 
which frequently denounces 
Mr Yeltsin as a traitor of Rus- 
sia and the Orthodox world. 

"The UN resolution appar- 
ently was adopted before the 
referendum on April 25 
because the West is afraid that 
it will not win after Yeltsin 
falls," said the radio. 

Mr Nikola Koljevic. a leader 
of the self-styled Bosnian Serb 
state, said on Belgrade radio at 
the weekend: "If the Serbs are 
punished for Srebrenica, we 


will have to reveal the secret 
pact made with Mr Vitaly 
Churkin, Yeltsin’s special 
envoy to former Yugoslavia, 
before the referendum is held.” 

Mr Koljevic hinted that 
Serbia could help topple Mr 
Yeltsin if their "Orthodox 
brethren learned the truth 


that the war in Bosnia Is the 
b eginnin g of the Third World 
War and believes Russia will 
take a stand against the West 
In the Balkans. 

"Many wars have begun in 
the Balkans without Russia, 
but not one ended without Rus- 
sia getting involved." recently 


Diplomats believe after Srebrenica, 
Serb forces will seize control of 
Gorazde and Zepa, the last two 
strongholds to the southeast 


about the Bosnian game," said 
the radio, dismissing western 
outrage about Srebrenica as an 
"unprecedented case of media 
manipulation." 

"Serb military and political 
chiefs see the current situation 
as a revival of the First World 
War and the Great Powers con- 
figuration," says a western dip- 
lomat. 

Mr Radovan Karadzic, Bos- 
nian Serb leader, often warns 


said Mr Bozidar Vucurevic, a 
lorry driver turned leader of 
the self-styled Serb state in 
Bosnia. 

"I am waiting for the day 
when Russia will air drop aid 
packets to the Serbs," said 
General Milan Gvero, deputy 
Commander of Bosnian Serb 
forces. 

Serbian television devotes 
far more attention to the power 
struggle in Russia than the 


war in Bosnia. Strapped for 
cash after two years of war and 
eleven months under UN sanc- 
tions, the television has only 
two foreign correspondents. 
They are both posted in 
Moscow and constantly crow- 
ing about any setback for Mr 
Yeltsin. 

Despite the official ire and 
venom unleashed on Mr Yelt- 
sin, Serb leaders have even 
gone so far as to invite "patri- 
otic Russian forces” to inter- 
vene in Serbia. 

“Help us escape from the 
ghetto and destroy the dun- 
geon in which the hellish Pow- 
ers have locked us," said a let- 
ter to Russian parliamentary 
deputies from Serbian politi- 
cians and Orthodox Church 
leaders, recently published in 
Vecemje Novosti, a Belgrade 
daily. 

"Let your boats sail the 
waters of the Danube and the 
Adriatic. Let your planes 
appear on our skies...Russia 
was always together with 
Serbia and will be from the 
Pacific to the Adriatic." 
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Obituary: Turgut Ozal ■ f- 

Reformer who built 
on Ataturk’s legacy 


Relief workers set to enter Srebrenica 


By Laura Silber in Belgrade 

RELIEF WORKERS are today due to 
enter Srebrenica, the fallen enclave in 
eastern Bosnia, to begin the evacuation 
of tens Df thousands of trapped Mos- 
lems. 

But it is unlikely the mass evacuation 
to Tuzla. some 60 miles north-west, will 
get under way before an agreement is 
reached on the fate of the defeated 
defenders of Srebrenica. A UN-brokered 
pact at the weekend allows for the free- 
dom of movement for some 30,000 civil- 
ians. most of whom have fled from vil- 


lage to village over the past year seek- 
ing sanctuary from the Serb onslaught. 

The pact between commanders of the 
Moslem-led Bosnian Army and Bosnian 
Serb forces leaves open the possibility 
for unarmed civilians to remain in Sre- 
brenic in a "safe area" whose parame- 
ters have yet to be agreed. 

However, Faced with a lack of food, 
medicine and chronic shortages of elec- 
tricity and water, relief workers believe 
most of the people will try to jam onto 
relief lorries to leave the devastated 
Srebrenica. Unconfirmed reports on 
amateur radio, the only links with the 


outside world, yesterday said the popu- 
lation remained indoors afraid to ven- 
ture out of their crowded shelters. 

Shattered refugees, who earlier man- 
aged to escape to Tuzla, the biggest 
government stronghold, described 
"unbearable" conditions after a year 
under Serb siege in the town set in the 
foothills of the Drina River valley. 
“Everyone wants to leave. There’s no 
food. The Chetniks (Serb forces) were 
constantly shooting at us." recently 
said Ms Azreta Habibovic who was for- 
tunate to escape before the Serb bom- 
bardment which on April 12 claimed 56 


lives and wounded scores more. 

Mr MacKay Wolff, a senior officer of 
the UK High Commission for Refugees, 
said authorities in Tuzla were prepared 
to shelter all the refugees. “They have 
agreed to accept a quota of 36.000 expel- 
lees into their respective municipali- 
ties," he said yesterday in an interview. 

The refugees win be settled in about 
15 districts in what relief workers call 
the Tuzla finger, the area north of 
Olovo. About ten per cent of the 3,000 
refugees per district will be boused in 
collective centres, which include 
schools, museums, and hospitals. 



T URGUT OzaL Who died 
suddenly on Saturday, 
dominated Turkish poli- 
tics for the last decade. 
Appointed bv the generals in 
the wake of the 1980 coup 
d'itat, he was to oversee 
Turkey's critical transition to 
civ ilian rule, becoming prune 
minister in 1983 and eventually- 
succeeding Gen Kenan Evren 
as the country’s second civil- 
ian president in 1989. 

His achievements as a 
reformer are second only 
to those of Mustafa Kema) 
AtatQrk, the country's founder. 
If AtatQrk erected the soda! 
and political pillars of a pro- 
western, secular Turkey. Mr 
Ozal was the architect of the 
country’s economic recovery 
and the driving force behind 
its policy to join the European 
Co mmuni ty. 

His relations with the mili- 
tary were one of the central 
contradictions of his career. 

He remained, to his death, 
the only Turkish politician 
strong enough to challenge the 
military on key security ques- 
tions. As if to symbolise his 
independence of the generals, 
on one famous occasion he was 
to review troops dressed to 
Bermuda shorts and a sun hat 
In many ways, Mr Ozal epit- 
omised modem Turkey. A 
devout Moslem - he was even 
said to have had close ties with 
the fanatical Nakshibeudi sect 
- he was profoundly demo- 
cratic in many of his political 
views. 

He once claimed to be the 
first Turkish leader to use the 
word Kurd in public: previ- 
ously this troubled minority 
were referred to as mountain 
Turks. He was certainly the 
first Turkish leader to contem- 
plate a political solution to the 
Kurdish problem, perhaps Tur- 
key's single greatest challenge 
today. 

His loss will be strongly felt 
by moderate Kurds who looked 
on him as an unofficial patron 
of the campaign for greater 
political and human rights. 

His death occurs at a critical 
time, as Mr Suleyman Demi- 
rel’s government considers its 
response to the current cease- 
fire offered by the rebel Kurd- 
ish Workers’ party (PKK). 

Mr Ozal was bom in 2927 in 
Malatya and was an electrical 



Turgut Ozal: architect of Turkey’s economic recovery 


engineer by training. He 
worked at the World Bank in 
Washington in the 1970s, 
returning to a series of posts in 
the Turkish private sector 
before becoming adviser to the 
government of Mr Demirel. 
With the military coup of 1980, 
Mr Ozal was asked to stay on, 
a move that soured his rela- 
tions with Mr Demirel ever 
after. 

In the restrictive political 
environment that followed the 
coup. Mr Ozal was able to push 
through an austerity package, 
which might have proved diffi- 
cult under a more democratic 
system. 

The reforms centred on trade 
liberalisation, removal of 
exchange controls, and in 1982 
the rescheduling of Turkey's 
S3-2bn foreign debt. Within 
three years, adopting classical 
monetarist strategies, Mr Ozal 
pulled inflation down from 120 
per cent to 30 per cent and 
doubled Turkey's exports. 

After a timely resignation in 
July 1982, he founded the 
Motherland party (Anap), a 
curious mix of progressive and 
conservative elements, a coali- 
tion of technocrats, business- 
men and farmers. The party 
emerged as dear winner to the 
restricted election of 2983. 
Somewhat reluctantly at first. 


the generals approved Mr 
Ozal’s choice of cabinet, far- 
mally handing over power on 
December 13 1983. Anap won 
again in 1987 and Mr Ozal pro- 
gressively turned his enagtes- 
to foreign policy. 

He was admired if uot liked 
by the political establishment 
Some Turks became concerned 
Mr Ozal’s policies were threat- 
ening the country's European 
identity, as enshrined in the 
Kema list legacy. 

In 1987, against the advice of 
many foreign ambassadors in 
Ankara, Turkey applied for toll 
membership of the European 
Community. A one- time 
Islamic nationalist. Mr Ozal 
strongly contended that Tur- 
key's application was politely 
rejected, on the grounds of reli- 
gion, tor a Christian European 
club. 

Throughout the cold war 
Turkey provided the Mato alli- 
ance with a bulwark against 
the Soviet Union on its south- 
eastern flank. During the Gulf 
war. Mr Ozal overrode strong 
public opposition to impose 
sanctions against Iraq and to 
provide the US-led coalition 
with the use of bases, once 
more re-asserting Turkey’s 
western identity. 
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Storms in ERM leave 
some currencies adrift 




WARNING: 

A fever will soon spread 
through your area at 437 mph. 


If the very thought of flying a jet 
rekindles your love of flying like 
nothing else, soon you can feel the 
heat like never before 
To catch this 437-mph fever, just 
call us for your personal invitation 
to fly the new Citatiordet It's com- 
ing soon to an airport near you. 

And when it does, you'll discover 
that the CitationJet is actually simpler 
to fly than a turboprop. So simple, it's 
certified for single-pilot operation. 

Yet even seasoned pilots report 
that flying the new CitationJet 


is nothing short of exhilarating. 
They're calling this the most 
responsive business jet to come 
along in years. 

What may be most remarkable 
of all is that this is the first busi- 
ness jet that not only flies faster, 
farther and higher than the lead- 
ing turboprop, but does so with 
both a lower purchase price and 
lower operating costs. 

In blunt terms, the CitationJet 
does what no turboprop has ever 
done. Or ever will For less money. 


To find out how easy it is to catch 
CitationJet fever, contact Barrie 
Sampson, Cessna Aircraft Company* 
Coworth Park House, Coworth Park, 
Ascot Berkshire SL5 7SF. TeL: 

0344 873 22Z Fax: 0344 27275. 

While you're at it discover how 
easy it is to own the cure. 

•liKiXTWJWd with limited liability in thcsLKnuf Kjiux. USA. 


By Peter Marsh, 

Economics Correspondent 

NOW that the storms afflicting 
the European exchange rate 
mechanism have quietened, 
the survivors appear to be pull- 
ing up the gang planks on the 
unfortunates swept overboard. 

In discussions in Basle, Swit- 
zerland, today and tomorrow, 
governors from the 12 Euro- 
pean C ommuni ty central hank$ 
plan to finish a report to be 
HaniM to EC finance ministers 
next month on what caused 
the turmoil and lessons from 
it 

The talks will centre on the 
outlook for Britain and Italy, 
whose currencies were forced 
to leave the ERM last autumn. 
There seems little chance that 
either sterling or the lira will 
re-enter in the near future, 
given that other countries led 
by Germany appear disinclined 
to bend the rules to allow 
weaker currencies greater sup- 
port 

Also worried about the 
fixture are Ireland, Spain and 
Portugal, all of which hung 
onto their positions in the 
ERM only through devalua- 
tion. They would probably be 
to the fixing line, should new 
ERM selling pressures emerge. 

Denmark, France and Bel- 
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glum saw their currencies 
emerge blooded but essentially 
unbowed by the turmoil, leav- 
ing Germany and the Nether- 
lands the only countries to the 
system to emerge with their 
currencies unscathed. 

Even so, now that all curren- 
cies still in the ERM are trad- 
ing comfortably above their 
lower limits against the 
D-Mark, the EC govenors’ 
inquiry has lost some of its ini- 
tial impetus. The consensus 
from this study - and from a 
parallel inquiry by the EC 
monetary committee of offi- 
cials from finance ministries as 
well as central banks - 
appears to be that big reforms 
of the system are neither desir- 
able nor likely. 

Mr Lamberto Dini. deputy 
governor of the Rank 0 f Italy, 
says: “A number of views have 
been expressed fabout ERM 
strengthing] but there is no 
intention of chang in g the exist- 
ing system." Mr Dini is the 
c h ai rm an of yet another work- 
ing party - from the Group of 
10 industrial nations, which 
includes Japan and the US as 
well as European representa- 
tives - which is also examin- 
ing fallout from the ERM 
storm. The group is doing this 
in the context of a wider look 
at world currency fluctuations 


and will present its report to 
ministers in Washington on 
April 30. 

Much of the discussion in all 
three committees has been 
about how to ensure all the 
countries in the mechanism 
help out currencies under 
threat. Current ERM rules put 
the obligation on the strongest 
and weakest countries to take 
action, either by currency 
intervention or changes in 
interrat rates. 

An innovative UK proposal - 
under which all countries 
would share the profits and 
losses of buying weak curren- 
cies in the effort to prop them 
up - has found little favour. 
This has been on the grounds, 
it would reduce pressures on 
weak countries to take avoid- 
ing action by a devaluation. 

The disapproval has been led 
by the Bundesbank, which has 
taken an increasingly hard imp 
on making sure countries stick 
to existing ERM rules based 
around D-Mark supremacy. 
This is the case even tho u g h a 
“burden sharing" arrangement 
ntight help the Bundesbank - 
avoid a repeat of its heavy 
tosses last autumn, arising 
from its spending of an unprec- 
edented DMSObn on buying ' 
weak currencies such as lira 
and sterling. 
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- Ht} of the Kings... richly written... 
packs in the action... 
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Russian banker pours 
scorn on credit curb 


NEWS: INTERNATIONAL 


"V A* 


By John Lloyd h Moscow 


RUSSIA* chairman 

rin i ni lilu rt Russia’s 

! SS«*33*- Central Bank 
has described 
- the agreement 
between the 
government and the bank on 
limiting credit expansion as 
meaningless, and predicted it 
will be broken. 

The agreement has been rep- 
in meetings between 
the Russian government 
leaders and officials of the 
Group of Seven industrialised 
countries as evidence of 
increasing control over the 
bank. The government Hn« 
accused the bank of fuelling 


Inflation and undermining 
reforms by issuing large cred- 
its to state enterprises. 

Mr Victor Gerashchenko, the 
bank chairman confirmed at 
the weekend he had agreed 
with Mr Boris Fyodorov, dep- 
uty prime minister in charge of 
economics and finance, that 
credit expansion In the second 
quarter be limited to an addi- 
tional Rbs2300bn-Rbs3,OQQbn, a 
30 per cent rise. 

But Mr Gerashchenko - who 
has clashed with Mr Fyodorov 
since the latter demanded his 
sacking - said the agreement 
was “really a trap" for Mr Fyo- 
dorov because he would not be 
able to keep government 
spending within these limits. 


“We at the bank reckon that 
the budget deficit in the second 
quarter of this year will stand 
at about Rbs2£Q0bn. So be will 
need to ask us for more credits, 
1 would think , by the middle of 
May." 

The position of Mr Fyodorov, 
the cabinet minister most 
closely Identified with eco- 
nomic reform since the forced 
resignation last December of 
Mr Yegor Gaidar, former act- 
ing prime minister, may also 
be undermined by the appoint- 
ment at the end of last week of 
Mr Oleg Lobov as a first dep- 
uty prime minister with a brief 
to take charge of the economy. 
Mr Lobov's rank puts him 
above Mr Fyodorov. 


r ^ 



Mr Clean goes 
to polls under 
heavy guard 




By Robert Graham in Palermo 



Former Soviet Parhamentary chairman Anatoly Lukyanov signals victory before the referendum 


Rumbles of discontent from the coal miners 


By GaEan Tett In Kuzbass 

WHEN President Boris Yeltsin last 
battled the Co mmunis t party, back in 
1991, Mr Yuri Lutskii, a mfrip mi inn 
leader from the Siberian region of 
Kuzbass, joined a 100,000-strong min- 
ers' strike to support the president. 

Two years later Mr Lutskii is one of 
a growing number of miners who 
could turn violently against Him 

For, if the Russian government sets 
about implementing the fiscal reform 
that the west is now demanding, cut- 


ting credit to inefficient enterprises 
and staging model bankruptcies, 
' enterprises in regions such as the 
Kuzbass stand in the firing line. 

Mr Yuri Shafranik, Russian energy 
minister, told Kuzbass leaders last 
week that many of the region’s ageing 
and inefficient mines will have to be 
closed this year. Although details of 
the planned closures have yet to be 
revealed, the proposition leaves mine 
leaders such as Mr Lutskii increas- 
ingly fearful for the future - and so 
their support for Mr Yeltsin cools. 


“If they do not develop programmes 
to find work for those who will lose 
their job, there will be a social explo- 
sion here,” warns Mr Lutskii 
Viewed against Russia's spiralling 
budget deficit, the case for reform in 
the Kuzbass region is undeniable. 
Russia’s coal industry Is one of the 
most heavily subsidised branches of 
the economy. 

Since the collapse of trade and 
transport links in the former Soviet 
Union have left many mines unable to 
sell what coal they still produce, they 


are left with stockpiles of unused 
coal, and increasing debts. 

Local leaders insist the problem is 
that the government is demanding 
they operate under a market system 
while the price of coal, unlike many 
other raw materials, is still fixed at a 
low level by the state. 

Although the government then 
tops this up with subsidies, and 
lets the mine sell some of its coal 
on the open market, the mine manag- 
ers say this does not even cover the 
payroll cost, coal miners' wages in 


Russia being traditionally high. 

The region, like many Industrial 
centres in Russia, is trying to survive 
by withholding taxes from the centre, 
and seeking export markets. Some of 
the more modern mines on the 
region's rich seams have attracted for- 
eign capital and some 20 per cent of 
the coal is now being exported. 

However, the region's administra- 
tion is insisting that Moscow should 
provide foil guarantees for the thou- 
sands of miners who will lose their 
jobs. 


Yeltsin has the edge as his referendum nears 


By John Lloyd in Moscow 


'RUSSIA" TI * E week 
of campaigning 
in the critical 
referendum on 
support for 
President Boris 
Yeltsin of Russia, on which 
radical reform in that country 
is thought to depend, opens 
today. 

The polls show a significant 
- but not overwhelming - lead 
for Mr Yeltsin. This indicates 
that the result of the referen- 
dum next Sunday will set off a 
new round of hostilities 
between the president and his 
opponents in the Russian par- 
liament 


Mr Yeltsin went to the his- 
toric dty of Vladimir, east of 
Moscow, yesterday. There he 
took part in the Orthodox 
Easter procession and held 
talks with Alexei n. the Ortho- 
dox Patriarch. 

On Friday, he had secured a 
carefully orchestrated chorus 
of support from leaders of the 
Commonwealth of Independent 
States, meeting in Minsk. 

Seperate polls in Moscow, St 
Petersburg and in various Rus- 
sian regions show between 50 
and 60 per cent of those ques- 
tioned willing to express their 
trust in Mr Yeltsin, but a 
smaller percentage was shown 
as intending to approve his 
economic and social policies. 


A Moscow poQ by the insti- 
tute of Sociology showed 35 per 
cent approved the economic 
policy, while 27 per cent did 
not approve and 24 per cent 
had yet to decide. 

In St Petersburg, a poll by 
the Sociological Scientific 
Research Centre showed 56 per 
cent for Mr Yeltsin, with 28 per 
cent against - but with only 38 
per cent supporting his eco- 
nomic programme and 39 per 
cent against 

Polls taken by the Gallup 
organisation for the Russian 
government, over the past 
week and based on group dis- 
cussions, show about 60 per 
cent support for Mr Yeltsin, 
continuing support for the cre- 


ation of a market economy, but 
substantial scepticism towards 
the privatisation programme. 

Mr Yeltsin’s supporters are 
calling for a “yes” vote to three 
of the four questions in the ref- 
erendum - to trust the presi- 
dent to support his economic 
and social policies, and to call 
for early elections to a new 
two-chamber partliament 

They are palling for a “no" 
vote to a question on early 
presidential elections. 

Mr Yeltsin has said he will 
issue a decree tomorrow, 
which will lay down that only 
a simple majority of those vot- 
ing will be required for victory 
to be declared in the referen- 
dum. The Russian parliamgnt 


has decreed that a majority of 
the electorate is required - 
which the opinion polls show 
to be impossible, since only 
60-65 per cent intend to vote. 

Mr Sergei Filatov, Mr Yelt- 
sin's chief of staff, said at the 
weekend that he understood 
the Constitutional Court would 
rule this week that the parlia- 
ment’s decree on the level of 
support needed was unconsti- 
tutional. However, Mr Yeltsin 
has said he will ignore any rul- 
ing of the Constitutional Court 
because he no longer trusts it 
• The parliament in the Rus- 
sian North Caucasian republic 
of Chechnya has moved to 
impeach the republic's presi- 
dent^ General Dzhokar 


Dudayev, a day after he had 
dissolved the legislature and 
declared a dusk-to-dawn cur- 
few. according to the Interfax 
news agency. Mr Husain Akh- 
madov, parliamentary chair- 
man, told the agency that Gen 
Dudayev was being impeached 
for “trying to cany out a state 
coup." 

The general, a former Soviet 
air force commander, declared 
Chechnya - then part of the 
larger Chechen Ingushetia - 
independent a year and a half 
ago. He imposed a curfew and 
dissolved the parliament after 
two days of demonstrations in 
the centre of Grozny, the 
Chechen capital, against fell- 
ing living standards. 


THE v °ters 
4Jill v-;* trickle into the 
\ 63k \f{ : cavernous 
■ V W* ‘W school build- 
converted 
■aM m gZ/iTV into a polling 
station, with 
.. the solemnity 

» jijn r, of people 
attending 
Mass. Wailing sirens suddenly 
puncture the tranquility of this 
balmy Sunday morning in Pal- 
ermo, 

“He's coming," a plain- 
clothes policeman announces 
importantly and clears the 
school entrance of curious vot- 
ers. 

Then, ami d a screech of 
brakes, a stocky figure steps 
out of an armour-plated Fiat 
Croma, surrounded by body- 
guards. Mr Leoluca Orlando, 
former mayor of Palermo and 
founder of La Rete, the rapidly 
growing movement for dean 
government, has come to cast 
his vote in Italy’s ninth post- 
war referendum. 

Mr Orlando is bundled for- 
ward, scarcely given time to 
greet a few supporters. An 
implacable opponent of the 
Mafia, he is the politician most 
at risk in Sicily. 

Inside an upper room, elec- 
tion officials respectfully check 
his identity card against the 
electoral register (one for men, 
another for women). He is 
handed eight coloured folders, 
a different one for each of the 
referendum proposals, then 
disappears into a small booth. 
Only his legs are visible. 

To read the fine print of the 
proposals should take an aver- 
age of sight minutes, but he 
emerges after little more than 
one. 

The first slip he casts into 
the line of eight boxes is yel- 
low - the key ballot for ending 
proportional representation 
and introducing a system of 
majority voting in the Senate. 

Although he originally 
backed the referendum move- 
ment, led by former Christian 
Democrat Mr Mario Segni, Mr 
Orlando has since come out 
against the majority vote pro- 


posal, claiming electoral 
reform has been hijacked by 
the traditional parties. 

“If the majority system is 
accepted,” he told a packed 
crowd on Friday outside Paler- 
mo's decaying opera house, “in 
the north we will have the 
regions nearly all represented 
by the Lombard League and in 
the south by the [Christian 
Democrat] old guard, the yes 
vote will mean that wholly dis- 
credited people will be called 
on to carry out electoral 
reform," 

Mr Orlando has acquired 
some odd political bedfellows 
in his campaign - the Mafia, 
closely linked to the old guard 
among the Christian Demo- 
crats; the neo-fascist MSI, also 
strong in the south; and some 
Socialists and elements of the 
former Communist party. 

This assortment of protest 
could well lower the expected 
margin of victory for majority 
voting to below the 70 per cent 
predicted by some opinion 
polls. 

Smiling nervously as be 
comes away from voting, Mr 
Orlando declines to offer a pre- 
diction: “We concentrated on 
getting the vote before the poll, 
we must now concentrate on 
the counting." 

Once be has left, the election 
officials relax. They have been 
on duty since 6.30am, greeted 
the first voter at 7am, and will 
not be finished until 2pm today 
collecting the ballots of a seg- 
ment of Palermo's 562,000 
potential voters. 

“It’s a fine day - who knows 
how many will come? What- 
ever the outcome of the vote, 
change Is on the way, even 
here in Sicily," says one young 
woman. 

“We owe it to people like Fal- 
cone and Borsellino [the two 
anti-Mafia magistrates assassi- 
nated last year].” 

Mr Paolo Borsellino was 
killed last July by a huge car 
bomb while visiting his mother 
on a quite Sunday not far from 
the school. Yesterday, the 
small shrine erected in the 
street to him and his body- 
guards had a bunch of fresh 
flowers. 
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Verdicts in Rodney King 
trial bring relief to LA 


By Louisa Kehoe 
in Los Angeles 

VERDICTS in the trial of four 
white police officers accused in 
the beating of Mr Rodney King, 
a black motorist, brought relief 
to Lee Angeles this weekend, 
after a week dominated by fear 
of a repeat of last year’s deadly 
riots. 

President Bill Clinton, speak- 
ing in Pittsbuigh, praised the 
verdicts of the federal court 
jury, which found two of the 
four policemen guilty and 
acquitted the other two. saying 
they “confirmed what many 
felt in their hearts". 

Much of the credit for main- 
taining law and order in Los 
Angeles during the trial went 
to new police chief Mr Willie 
Williams, whose efforts to 
"build bridges” to minority 
groups have won high praise 
from community leaders. 


Yet, even as politicians and 
city officials took to the air- 
waves to celebrate a peaceful 
end to the trial, others were 
quick to point out that serious 
social problems remain. 

Los Angeles "has been focus- 
ing on how to relieve fears. But 
the real question is how to 
raise people's hopes. Hopes 
come in the form of jobs, and 
health care and education and 
justice," said Rev Jesse Jack- 
son, the prominent national 
black leader. "If we can have a 
plan to rebuild Russia, it is 
time to have a plan to rebuild 
Los Angeles." 

Some 40,000-50,000 people 
were left unemployed by last 
year's riots, sparked by out- 
rage when the four officers 
were acquitted in a state court 
"Hundreds and hundreds of 
s mall latino and black-owned 
businesses remain nothing but 
ashes and ruins," says Mr 


Fernando Oaxaca of the Latino 
Coalition for a New LA. 

"Any effort to reconcile our 
differences and rebuild Los 
Angeles cannot be based on 
the outcome of this or any 
other trial." said Mr Terree 
Bowers, the US attorney in 
charge of the prosecution. 
“Our renaissance, if it is to 
occur... will take months, if 
not years, of hard and cooper- 
ative work." 

With this agenda, LA voters 
will go to the polls tomorrow 
to elect a new mayor to replace 
Mr Tom Bradley, who is retir- 
ing after 20 years in office. 
Also on tomorrow's ballots is a 
measure that would raise prop- 
erty taxes to pay for 1,000 addi- 
tional police officers. 

However, the turnout is 
expected to be extremely low, 
with the election all but 
eclipsed by the trial. Two 
dozen candidates are regis- 


tered, and none is likely to win 
the 50 per cent of the vote 
required for election, so a run- ^ 
off vote in June is likely. 

In the meantime, many fear 
that the appeal against this 
weekend’s verdicts, as well as 
the expected trial this summer 
of the black youths seen by \ 
mifilons of television viewers 
beating Reginald Denny, a 
truck driver, during last year's 
riots, could once again inflame - 
racial tensions in the city’. !» 

At the First African Method- 
ist Episcopal Church, a rally- 
ing point for the black commu- 
nity in Los Angeles since the 
riots. Reverend Cecil Murray 
concluded: “We are not going 
to have peace at last, but peace 
for the moment" 

Right: Black leader Jesse Jack- 
son (right) and Rev Cecil Mur- 
ray embrace after hearing the 
verdicts 


Young US leader shatters old Japanese trade certainties 


By Jurak Martin in Washington 

THE Japanese. who 
understand symbols, used to 
feel rather proud when Mr 
Yasuhiro N&kasone. prime 
mini ster from 1982 to 1987, rep- 
resented them in international 
deliberations. At sessions with 
President Ronald Reagan he 
had plenty to say, forging 
apparently genuine first-name 
relationships with the US 
administration, appropriate for 
a member of the statesmen's 
club. At G7 s ummi ts he was 
equally vocal and often was 
not even the shortest partici- 
pant 

The contrast with Friday in 
Washington could hardly have 
been greater. There, captured 
on global television, was the 
young and vigorous 46-year-old 
President Bill Clinton towering 
over his diminutive Japanese 


counterpart. 73-year-old Kiichi 
Miyazawa, a reflective man but 
the last, and therefore the 
weakest, of his generation of 
Japanese politicians to become 
prime minister. 

Worse than the symbolic 
physical contrast between the 
two men, Mr Clinton was lec- 
turing Mr Miyazawa in a way 
that no (JS president has spo- 
ken publicly to a Japanese 
prime minis ter in living mem- 
ory. Here was a president barn 
after the last war telling a man 
old enough to have represented 
his country at the San Fran- 
cisco peace conference in 1951 
that the world had changed, 
the US was changing and that 
Japan would have to change 
with it. 

This is serious stuff for 
Japan. The US has been the 
bedrock of its international 
constellation since 1945. More 


Japan's prime minister, Mr Kiichi 
Miyazawa, yesterday returned to Tokyo 
after two days of talks in Washington to a 
chorus of concern about the prospects for 
Japan’s economic relations with the US on 
both trade and macro-economic issues. 
Charles Leadbeater writes from Tokyo. 

Most business leaders raised doubts 
about the wisdom of US demands for 
quantitative indicators to measure foreign 
access to segments of the Japanese mar- 


ket. There are also concerns that the US is 
embarked on a strategy to talk np the 
yen, to help choke off the growth of 
Japan’s trade surplus with the US. 

Mr Miyazawa 1 s visit confirmed worries 
in Japan that the Clinton a dminis tration 
will be more assertive than its predeces- 
sor in pressing for measurable results in 
reducing the trade deficit. 

Mr Miyazawa and President Bill Clinton 
on Saturday agreed to set up a joint panel 


to design a forum for discussing ways to 
reduce Japan's trade surplus. Mr Clinton 
stressed such talks would have to lead to 
measurable results in opening the Japa- 
nese market to competitive ES producers. 

He also noted that a strengthening of 
the yen against the dollar woald help to 
reduce the Japanese surplus and that 
Japan's recent SllTbn stimulus package 
was only a first step in resuscitating the 
flagging Japanese economy. 


particularly, inside the rela- 
tionship. there was an absolute 
Japanese assumption, even as 
it became economically 
mighty, that the man in the 
White House was their ulti- 
mate protector, no matter what 
retaliation was threatened by 
Congress, no matter how many 
Japanese radios were smashed 
on the lawns of Capitol Hill 
and what American public 
opinion felt about Japanese 


takeovers of US institutions. 

Mr Clinton was careful not 
to throw all the co-operative 
fruits of the last two genera- 
tions out of the window. He 
emphasised US commitment to 
regional Asian security, never 
threatened to withdraw US 
troops from Japan or South 
Korea, and was complimentary 
about Japan's role as G7 chair- 
man in putting together the 
Russian aid package. 


But he made it equally clear 
that, as far the US was con- 
cerned, the end of the cold war 
had altered the nature of US 
perception of its own national 
security. “The cold war part- 
nership between our two coun- 
tries is outdated." he declared. 
“We need a new partnership 
based on a longer-term vision 
and above all based on mutual 
respect and responsibility." 

For Mr Clinton, who does not 


consider himself a protection- 
ist as classically defined, the 
foundation is a new trade and 
economic relationship. It 
means a reduction in Japan's 
trade surplus, if necessary by 
agreements on specific sectors, 
replete with numerical targets. 
It also implies a continuous 
engagement by Japan in pro- 
moting global economic 
growth beyond the series of 
emergency stimulus packages 


that Tokyo has frequently con- 
trived to produce as a result of 
US pressure. 

Mr Miyazawa had conceded 
that "gaiatsu” (foreign pres- 
sure leading to Japanese con- 
cessions) was "perhaps part of 
our culture". 

But that sometimes leisurely 
practice now runs squarely up 
against a US government disin- 
clined to be patient or play rit- 
ualistic games, in Tokyo last 
week, even Mr Warren Christo- 
pher departed from his nomi- 
nal diplomatic brief as secre- 
tary of state to press his 
Japanese opposite numbers on 
specifics such as the Japanese 
personal computer market 

The US impatience on bilat- 
eral trade and with Japan's 
passivity in the Uruguay 
Round negotiations may also 
extend to a growing intoler- 
ance with the introspection of 


the Japanese political system. 
The ruling Liberal Democratic 
party's domestic problems are 
well understood in Washing- 
ton, but attract little sympa- 
thy. . 

If "change" is the present 
leitmotif of US politics, then 
the inability to adjust in. the 
Japanese system becomes all 
the more difficult to accept, 
especially when the US can see 
that there is a new, rising gen- 
eration of more outward- 
looking Japanese politicians 
apparently hungry for power 
but still consigned to the 
waiting rooms. 

Certainly. Mr Miyazawa has 
left Washington, like none of 
his recent predecessors, with 
presidential fleas in his ear. 
For a country like Japan, 
always comfortable in certi- 
tudes, this is a very disturbing 
message. 


THE denouement of the latest 
US-EC fend over government pro- 
curement is scheduled to come 
today and tomorrow daring the 
third meeting between the top 
trade officials, Mr Mickey Kantor 
and Sir Leon Brittan, Nancy Dunne 
writes from Washington. 

Either Sir Leon, the EC commis- 
sioner for trade, will agree to waive 
the offending Article 29 of the EC 
Utilities Directive, which the US 
argues makes it more difficult than 
ever for US companies to win tele- 
communications and heavy electri- 
cal equipment contracts in Europe. 

Or Mr Kantor, US trade represen- 
tative, will ban EC companies from 
bidding on various US government 
procurement contracts, a retalia- 
tion estimated to cost S45m-950m a 
year. Furthermore he will proceed 


Showdown in US-EC procurement row 


to the General Agreement on Tar- 
iffs and Trade to complain that the 
offending article extends govern- 
ment roles to private sector activi- 
ties, a Gatt violation. 

The real contest between them 
has been and continues to be over 
the shape of the negotiations. The 
US insists the subject is utilities 
procurement - telecommunications 
and power equipment. The EC 
wants to bring in the entire body of 
Bny America provisions, which 
apply to defence, transportation, 
airports, waterways and other ser- 
vices. 

The US complains that the EC is 


throwing in the iniquities of Ameri- 
can state governments, while ignor- 
ing the discriminations of its own 
sub-federal procurement agencies. 

In this week's face-off, Mr Kantor 
is in the enviable position of being 
unable to lose. He is seeking, as an 
“interim” agreement, a real open- 
ing of the S15bn-S25bn a year EC 
utilities procurement market This 
would be achieved by a waiver of 
Article 29 upon certification that 
the US gives EC companies "compa- 
rable" access in the market 

If he fails to get the waiver and 
institutes the threatened sanctions. 
Mr Kantor will have demonstrated 


\ 

his grit to Congress. This could' 
leave the administration free of the 
kind of congressional initiatives 
foisted on previous presidents, who 
seemed more reluctant to act 

The US does not argue that it is 
without sin in discrimination in 
the awarding of Its government 
procurement contracts. Its trans- 
gressions are rooted in the Buy 
American Act of 1933, discriminat- 
ing against foreign companies in 
federal, state and local bidding. 

Zn fact a more unbiased source 
than the EC - a Gatt dispute settle- 
ment panel - months ago found 
that the US government had vio- 


lated its multinational obligations 
by applying a Buy American provi- 
sion to the procurement of a sonar 
mapping system by the National 
Science Foundation. The US. which 
complains about others blocking 
Gatt panel reports, has yet to adopt 
the conclusion itself. 

However, both US and EC pro- 
curement markets are riddled with 
domestic preferences. Comparisons 
are tricky because of systemic dif- 
ferences between the Community, 
where publicly-owned utilities pre- 
dominate, and the US, where most 
companies are privately owned. 

US officials say they have "incon- 


trovertible evidence" that foreign 
companies have gained at times 
great chunks of the US government 
utilities market However, this is 
not all that much, as 92 per emit of 
the US market is in the private 
sector. And if Asian companies 
have been better able to overcome 
the 6 per cent bidding preference 
given to American companies 
under Buy American laws, then the 
US still offers the EC twice as many 
“bidding opportunities" in overall 
government procurement contracts. 
According to the US figures, EC 
companies get to bid on $l&8bn 
(£11 bn) in the US market, com- 


pared with $7.Sbn for American 
companies in the EC market. 

All these numbers have been 
presented to EC officials in talks 
leading np to this week’s show- 
down. If Sir Leon agrees to the 
waiver of Article 29. he will get US 
agreement to the joint study he has 
proposed of the US and EC procure- 
ment markets. It does not matter 
that this proposal was more proba- 
bly meant to delay than hasten a 
settlement: Mr Kantor has taken it 
op as a route to the multilateral 
negotiating table. 

US officials say an “interim" 
agreement wifi have a salutary 
effect on the US mood as the two 
economic powers continue to work 
on an expanded market access 
package to wrap np the Gatt Uru- 
guay Round. 
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THE POLITICAL economy of the 
yen-dollar exchange rate remains mystify- 
ing, as the events of the past week demon- 
strate. Surely, with the US increasingly 
hot under the collar over Japan's rising 
trade surplus, the surge in the yen to 
record levels against the dollar ought to be 
a cause for celebration in Tokyo? Nothing 
could be further from the truth. 

Disapproring noises about the yen's rise 
have been seeping out in recent months 
from the Ministry for International Trade 
and Industry, the Liberal Democratic 
party and, recently, from Bank of Japan 
governor Y as us hi Mieno. Yesterday 
finance minister Yoshiro HayashI joined 
the chorus, declaring that the appreciation 
had been too speculative and was having 
"a negative effect on the economy". 

It is easy to see why Mitf Is worried. 
Japanese companies are troubled by weak 
domestic demand and squeezed profit mar- 
gins. The appreciating exchange rate, 
already 10 per cent higher against the dol- 
lar since the beginning of this year, com- 
pounds these domestic difficulties by 


undermining companies’ ability to divert 
production abroad. With 60 per cent of 
export contracts denominated in dollars, a 
stronger yen raises the dollar price of Jap- 
anese exports in foreign markets while 
reducing the yen prices of foreign imports 
into Japan. The Economic Planning 
Agency calculates that each 10 per cent 
yen rise cuts half a percentage point from 
Japanese gross national product 
Harder to understand are the concerns 
of the Ministry of Finance and the R*nir of 
Japan. Economically, an appreciating cur- 
rency is the inevitable counterpart to 
Japan's growing trade surplus, needed in 
order to persuade investors to provide the 
capital outflow to balance the trade sur- 
plus. Politically, a higher yen might to 
ease tension by meeting the US adminis- 
tration’s demands for tangible steps to 
redu ce the trade surplus. Financially, a 
stronger currency is a good way to keep a 
lid on Inflation by reducing import price 
pressures. The yen appreciation is already 
pleasing inflation hawks: wholesale 
prices feD by 0.5 per cent in March, and 


were 23 per cent lower than a year ago 

The problem is that the short-term 
effects on the trade surplus of a strong yen 
make the trade surplus bigger and so 
worsen Jaoan's international relations, 
pie reason is the close relationship 
between changes in the yen-dollar 
exchange rate and changes in the trade 
surplus, as the chart taken from the Rank 
of Japan’s latest quarterly bulletin reveals. 

When the yen appreciated in 1985 and 
198G, the trade surplus grew too; when the 
yen weakened throughout 1988 and 1980 
the trade surplus contracted; the rise in 
the yen since then has been accompanied 
by renewed growth in the surplus. For 
while a higher exchange rate makes Japa- 
nese exports more expensive and thus 
should reduce volumes, it also raises the 
dollar value of each export unit sold. 

The chart breaks the change in the trade 
surplus into three components: the change 
in the volume of exports and imports 
changes in the price of imports and* 
exports, and changes in the product com- 
position of exports and imports. Exchange- 


rate driven price effects tend to 
volume effect, at least in the t 
White the nse in the yenbetweei 
1387 cut export volumes and rais 
volumes throughout the rest of tl 
the price effect of the yen's ap 
swamped the volume changes 
Littte wonder the Japanese 'ar 
a*out the yen's continued rise. T 
the dollar value of the trade sui 
the past two years is almost en 
result of the yen's appreciation s 
while the latest trade figures 
monthly surplus in March of S 
per cent up on the previous year 
stronger yen should should reduc 
smptofi by boosting import value 
doUar value of the surplus is like 
before it Calls. President Clinton 
towelcome the yen’s appreciate 
week s summit with Japanese m 
wter KUchi Miyazawa. But if ] 
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f ABN-AMRO Holding N.V. 

established in Amsterdam 
GENERAL MEETING OF SHAREHOLDERS 


The annual General Meeting of Shareholders of ABN AMRO Holding N.V. will be held at 22, 
Foppingadreef, Amsterdam-Zuictoost at 2.00 p.m. on Friday, 7 May 1993. 

Agenda 

1 Report of the Managing Board for the year 1 992. 

2 Approval of the 1992 financial statements adopted by the Supervisory Board. This approval will 
ratify the actions of the Managing Board and Supervisory Board, in accordance with article 
37(5) of the articles of association. 

3 Report of the Shareholders* Committee. 

4 a. Institution of a Shareholder’s Committee for a period of two years and transfer of the powers 
and obligatons granted to the Committee by law. 

b. Appiontment of the members for a two-year term. The Managing Board proposes to appoint 
the following persons: 

D.J. de Beus 

Mrs R.M. ten Cate-Dhorrt 

C.C. Delprat 

G.W. Baron van der Felfcz 
J.W. Groen 

Mrs M.J.A. Portheine-ter Kutle 

Mrs Th.J. Veldhuyzen van Zanten-Roest van Limburg 

P.A. Wackie Eysten 

The curricula vitae of the nominated persons, as well as the Committee's regulations are open 
for inspection and free copies are obtainable from the company's office. 

The shareholders may also nominate candidates. The nomination must be supported by at 
least 25 shareholders and be communicated to the Managing Board by registered letter so that 
the Managing Board has received a list of candidates, as well as a statement from the 
nominated candidate that he or she will accept the appointment, no later than 30 April 1993. In 
addition, the 25 shareholdes must, to the Managing Board’s satisfaction, furnish proof of their 
shareholding, for example by submitting custody account statements. Each nomination must 
also specify the age of the nominee, his or her profession, the number of shares held in the 
company, and his or her current and past positions insofar as these are relevant to the 
performance of his or her duties as a member of the committee. 

5 Authorisation of the Managing Board for a period of eighteen months as from today to have the 
company acquire for a consideration shares in its own capital up to such number as may. by 
virtue of the provisions of section 98(2) of Book 2 of the Netherlands Civil Code, be so acquired 
by the company at that particular point of time by means of any agreement, including stock 
market and private transactions. The price shall be between the nominal value of the shares 
and 1 10% of the market value, which is understood to mean the average of the highest share 
prices on each of the last five days of trading preceding the date of acquisition, as published in 
the Official Price List of the Amsterdam Stock Exchange, without prejudice to the provisions of 
section 164 of Book 2 of the Netherlands Civil Code. 

6 Authorisation of the Managing Board for a period of five years starting as from today, subject to 
the approval of the Supervisory Board: 

a. to issue shares and to grant pre-emptive rights up to the aggregate current or future amount 
of the unissued authorised capital on such dates, at such prices, provided not below par and 
subject to the provisions of section 80(2) of Book 2 of the Netherlands Civil Code, and on such 
terms as the Managing Board, with the approval of the Supervisory Board, shall determine on 
the occasion of each issue. 

b. to restrict or withdraw the granting of pre-emptive rights in the case of a share issue. 

7 Any other business. 

The agenda and the annual report for the year 1992. including the financial statements, are open 
for inspection and may be obtained free of charge at the office in Amsterdam, 597 Herengracht 
and the banks mentioned below. 

All shareholders and holders of depositary receipts may attend the meeting either in person or by 
a proxy authorised in writing, provided that the holders of ordinary bearer shares and depositary 
receipts have deposited their share certificates and depositary receipts, respectively, not later than 
Monday, 3 May 1993, at one of the following banks: * 

Netherlands: any office of: 

ABN AMRO Bank N.V. 

United Kingdom: National Westminster Bank Pic., (Stock Office Services, Station Way, Crawley), 
ABN AMRO Bank N.V. (London, Birmingham and Manchester) 

Holders of registered shares wishing to attend the meeting either in person or by a proxy authorised 
in writing must inform the Managing Board of the company in writing of their intention to do so 
(P.0. Box 600, 1000 AP Amsterdam) not later than Monday, 3 May 1993. 

Persons other than shareholders and holders of depositary receipts who are entitled to attend the 
meeting must also notify the Managing Board of the company in writing of their Intention to do so 
not later than Monday, 3 May 1 993. 

Subject to the provisions in the Articles of Associations, holders of ordinary shares and preference 
shares may exercise their voting rights at the meeting. 

The receipt in exchange for the deposited shares or depositary receipts will serve as the attendance 
card for the meeting. The holders of registered shares will receive an attendance card by post 

The report referred to in article 1 4 of the Trust Conditions of Sticbting Administratiekarrtoor 
ABN AMRO Holding on the activities performed by the Trust Office during the year under review is 
included in the company’s annual report. 

The Managing Board, 

Amsterdam, 1 5 april 1 993 


ABN*AMR0 Holding N.V. 
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To talk business to the 
300,000 influential Russians 
who read their weekly copy of 

FINANCIAL 

ISVESTIA 

call 071-873 4263 
or fax 071-873 3428 
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MMC INQUIRY INTO THE 
SUPPLY OF HISTORICAL 
ON-LINE DATABASE 
SERVICES 


The Monopolies and Mergers Commission have 
b e en asked to I n v e s tigate whether a : 
situation exists in the supply in the Unit 
Kingdom of certain text retrieval services, namely 
the provision of access to historical on-Une 

databases containing archival information, 
including newspaper articles, on business and 
financial subjects. : 

The Commission will he looking, among other 
m a tters, at whether the exercise of Its copyright in 
such material by any party Is inhibiting effective 
competition In the market for historical on-line 

databases and disadvantaging new entrants. 

Any person or organisation wishing to offer 
evldence in relation to this inquiry (or to obtain a 
copy of the terms of reference] should write as 
soon as possible to: The R e fe rence Secretary 
(HOLD). Monopolies and Mergers Commission. 
New Court. 48 Carey Street, London WC2A 2JT. 
Quoting ref.HQLD/FT. . 
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Mandela eases himself into 
S Africa’s media spotlight 

Patti Waldmeir witnesses a profound shift in the ba lance of power 

... .Mni> ic the time for 


A T times of great 
national crisis. South 
Africans are accus- 
tomed. to seeing their leader 
address them an national tele- 
vision. 

But now, as the country 
faces perhaps its greatest polit- 
ical crisis to date, the face on 
prime time television screens 
is not Mr F W de Klerk, the 
president, but Mr Nelson 
Mandela, leader of the African 
National Congress. 

When Mr Chris Hani, the 
guerrilla leader, was assassi- 
nated, Mr Mandela broadcast a 
live address to appeal for calm. 
On the eve of last Wednesday's 
national day of mourning, Mr 
Mandela addressed the nation 
at 7pm, 8pm ami ilpm. For his 
part, Mr de Klerk issued a 
statement from his seaside hol- 
iday home, via his press secre- 
tary resting at another holiday 
resort 

There can be no clearer evi- 
dence of the profound shift 
which has occurred in the bal- 
ance of power between white 
and black. 

The ruling National Party 
still insists that it will never 
hand over power" to blacks; 
but most of their supporters 
think they have already done 
so. 

Gone are the days when Mr 
P W Botha, the former presi- 
dent, would simply declare a 
nationwide state of emergency 
and detain 50,000 people to deal 
with a crisis. 

Mr de Klerk’s language over 
the past few days has recalled 
the hardline rhetoric of the 
&nger-waggvng former Presi- 
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Mandela: de Klerk cannot rule Sooth Africa without bis help 


dent But be cannot match him 
in action. 

The fact is that Mr de Klerk 
cannot rule South Africa with- 
out Mr Mandela’s help. With 
his dark threats against ‘radi- 
cals” (which he knows he can- 
not carry oat without sparking 
civil war) and bis frantic warn- 
ings of a descent into chaos. 
Mr de Klerk has cut a some- 
what pathetic figure in recent 
days. He may be President, but 
Mr Mandela is South Africa’s 
leader. 

This was never more appar- 
ent than when the ANC leader 
dominated TV screens on Tues- 
day evening (furious that his 
address had been cut in half 
for the 8pm newscast, he 


insisted on - and was granted 
- the right to broadcast again 
in fall at Ilpm). 

Speaking with all the dignity 
and gra vitas of the tribal Afri- 
can chieftain which he is, Mr 
Mandela tried to use his elo- 
quence and authority to heal 
the racial rift caused by the 
murder of one of black South 
Africa’s greatest heroes. 

“Tonight l am reaching out 
to every single South African, 
black and white, from the very 
depths of my being." he said. 
He praised the white woman 
who had risked her life to iden- 
tify Mr Hani’s assassin and 
condemned those who would 
"plunge our country into 
another Angola." 


-Now is the time for all 
South Africans to staid 
together against those who. 
from any quarter, wish to 
destroy what Chris Ham gawe 
his life for- the freedom of au 

of us” . ’. 

Mr de Klerk's statements, by 
contrast, have been dearly par- 
tisan in nature, aimed at his 
white constituents, who have 
been outraged and terrified tty 
the violence which has fol- 
lowed tbe assassination. He 
has showed little understand- 
ing of the anger and loss fdt 
by the black majority'; his con- 
dolences lacked sincerity. 

Mr de Klerk was no doubt 
worried that too sympathetic a 
response would antagonise 
whites, who largely viewed Mr 
Hani as a communist demon. 
But for a man who portrays 
hims elf as the natural leader of 
a multi-racial South Africa, he 
has showed little ability to 
bridge the racial gult 

Mr Mandela's leadership 
abilities are also under severe 
strain. Dealing with large, 
young, militant crowds is not 
his forte. His style of public 
speaking is pedantic rather 
t ha n charismatic. And he wiQ 
have further enraged whites by 
allowing his more militant 
ANC colleagues to persuade 
him that the ANC should carry 
on mass protest actions for 
another six weeks. 

His task is difficult! he must 
be seen to respond to the anger 
of militan t youths while keep- 
ing them under control. It w3I 
take a rare man to tread that 
tightrope for a farther six 
weeks. 


Arab delegations force 
delay in Mideast talks 


By Roger Matthews, 

Middle East Editor 

ARAB delegations to the 
Middle East peace negotiations 
have forced a week's delay in 
the opening of the ninth round 
of talks which had been due to 
begin in Washington tomor- 
row. 

After a weekend of intensive 
contacts, Arab diplomats said 
that a new target date of April 
27 had been setter the talks, in 
the hope that Israel could be 
persuaded to ease hs position 
on permitting home the nearly 
400 Palestinian deportees who 
were expelled to southern Leo- 
anon in mid-December. 

The Palestinian delegation 
has also been angered by 


Israel’s decision three weeks 
ago to seal off the occupied 
West Bank and Gaza Strip, 
thereby denying tens erf thou- 
sands the opportunity to get to 
their workplaces. The Israeli 
action, reconfirmed by the cab- 
inet yesterday, was condemned 
by the Palestinians as another 
obstacle to resumption of talks. 

After discussing the issues in 
Damascus on Friday and Sat- 
urday, members of the four 
delegations flew to Cairo yes- 
terday for a meeting of the 
Arab League. Mr Farouk al- 
Shara, Syrian foreign minister, 
told Mr Warren Christopher. 
US secretary of state, that the 
four Arab delegations would be 
unable to meet the April 20 
date set for a resumption. 


Mr Yassir Arafat, the chair- 
man of the Palestine libera- 
tion Organisation, said in 
Tunis that he was still not cer- 
tain whether the new April 27 
date could be kept 

Syria, Jordan and Lebanon 
have all expressed a desire to 
resume negotiations with 
Israel as soon as possible. But 
they also wish to preserve a 
common Arab position and 
accept that the Palestinians 
have been put in a very diffi- 
cult position by Israel’s actions 
in the occupied territories. 

Extremists continued efforts 
to sabotage the process yester- 
day when an Israeli lawyer 
was killed in the Gaza Strip. 

See feature: Middle East talks 


Egyptian minister sacked 


By Roger M at thews, 

Middle East Editor 

PRESIDENT Hbsni Mubarak of 
Egypt yesterday sacked his 
minister of the interior follow- 
ing mounting criticism of the 
violent response by the secu- 
rity forces to the recent wave 
of attacks by Islamic extrem- 
ists. 

Mr Mohammed Abdel- H alim 
Moussa had ordered large-scale 
police assaults against sus- 
pected extremist hideouts in 
upper Egypt and in tbe Cairo 
district of Imbaba during 
which dozens of people were 
killed or injured. He is replaced 


by another former governor of 
Asyut, Mr Hussein Mohammed 
al-Alfi. 

Mr Mubarak has repeatedly 
blamed Iran for the terrorist 
attacks which have cost Egypt 
hundreds of piiinns of dollars 
in last tourist revenue. 

In a recent interview he 
claimed that the authorities 
knew the identities of the 
extremists and would eradicate 
the problem within a few 
months. 

The Egyptian leader also 
defended the tactics of the 
security forces and denied that 
detainees had bear ill-treated. 

Tbe sacking of the interior 


minister may signal a less con- 
frontational government 
approach to the problem of 
Islamic fundamentalism. 
Groups of liberal, secular pro- 
fessionals have warned the 
president that his policies were 
forcing Egyptians into an intol- 
erable choice between an 
incompetent government and a 
radical Islamic alternative. 

fa another appointment; Mr 
Youssef Boutros Ghali, an 
economist and a relative of the 
UN secretary-general, has been 
appointed a minister of state, 
recognition of bis key role in 
negotiations with the Interna- 
tional Monetary Fund. 


Ireland in drive to halve 
20% unemployment rate 


By Tim Coone in Dublin 

MR Ruari Quinn, Ireland’s 
minister for enterprise and 
employment, believes Ireland's 
unemployment rate can be 
halved by the end of the 
decade from 20 per cent to 
around 10 per cent, as a result 
of policies being manoeuvred 
into place by the FLanna Fail- 
Labour coalition government 

These include renewed 
emphasis on promoting indige- 
nous Irish industry, on target- 
ing small businesses with ven- 
ture capital funding, on 
legislating for new investment 
products which will encourage 
equity investment by fund 
managers in Irish industry, 
“and massive investment in 
improving the s kills base of 
the workforce." he said. 

Until January Mr Quinn was 
the Irish Labour Party’s 
spokesman on economic 
affairs. Labour's breakthrough 
at last November's election 
gave it leverage to negotiate 
for powerful positions in the 
coalition government One of 
those was Mr Quinn’s, which 
merged the ministerial post of 
labour with those of industry 
and commerce. 


“We have merged the two 
departments because we want 
to do away with tbe old adver- 
sarial approach in the process 
of wealth creation and replace 
it with a social partnership 
approach. We want agreement 
between industry, the unions 
and government on a long- 
term strategy - so that any 
foreign investor can come here 
to Ireland and knock on the 
door of any of the three and 
know that we are all talking 
the same langauage," he said. 

Ireland’s past three finance 
ministers, starting with Mr 
Ray MacSharry in 1987, all 
adopted this approach, firstly 
through the Programme for 
National Recovery, and later 
through the Programme for 
Social and Economic Progress. 
The public sector pay elements 
of this agreement will expire at 
the end of this year. Both pro- 
grammes have sought to lay 
down macro-economic parame- 
ters to attain price stability, 
reduce government debt and to 
improve incomes through eco- 
nomic growth and gradual tax 
reductions. They have been 
largely successful. Ireland’s 
economy has outperformed 
most EC partners over the past 


five years in GDP growth. 

The cost, however, has been 
heavy in unemployment. 
Labour’s success at the polls 
last year was largely on the 
back of the lengthening dole 
queues and the expectation 
that Labour would do some- 
thing to reverse the trend. 

“Our strategy is to build on a 
skill-based workforce. We are 
no longer a country of low-cost 
labour, and we don’t aspire to 
return to that. Low-cost manct- 
fopturing jobs are drifting out 
of Europe anyway. We want 
intellectual skills- based indus- 
&7 here, such as electronics, 
pharmaceuticals, telemarket- 
ing and software. We shall con- 
tinue to promote foreign 
investment, but our central 
focus will be on building a nd 
strengthening Indigenous com- 
panies,” he said. 

^Where will the funding come 
from to finance these plans? 
Mr Quinn says that the I£8bn 
(£8tm) in EC structural and 
cohesion funds due to be paid 
to Ireland over the next seven 
years will go a long way to 
help finance improvements 

S* 1 bopes ““ b «ilk wili 

come from new equity Invest- 
ment. 


Spain may 
be heading 
for hung 
parliament 

SPAIN'S general election could 
produce a hung parliament on 
June 6. according to the first 
opinion polls to be published 
since Socialist Prime Minister 
Felipe Gonzalez called a snap 
election a week ago, Tom 
Borns writes from Madrid. 

A poll by the Madrid newspa- 
per El Mundo puts the centre 
right opposition Partido Popu- 
lar (PP) narrowly ahead of the 
Socialist Workers Party 
(PSOE), while a second one in 
the Barcelona daily El Period- 
ico has the ruling party win- 
ning by a slender margin. A 
third opinion poll, published 
by Madrid's YA newspaper, 
has the PP and the PSOE 
exactly equal each with 35 per 
cent of the total vote. 

All three surveys forecast a 
hung parliament. 

EC to unveil 
growth package 

The European Commission will 
today report that joint efforts 
by EC member states to stimu- 
late their faltering economies 
have produced a Community- 
wide growth package valued at 
Ecu35bn (£27.8 bn), writes Lio- 
nel Barber from Brussels. 

The growth package will be 
unveiled at a meeting of EC 
finance ministers in Luxem- 
bourg;. The aim is to trumpet 
Europe’s contribution to a 
world economic recovery 
ahead of the G7 Indust rialised 
nations’ meeting in Tokyo, a 
senior EC official said. 

French approve of 
Balladur as PM 

Mr Edouard Balladur has won 
the approval of 56 per cent of 
French voters in his first three 
weeks as prime minister, 
according to the latest IFOP 
opinion poll, fa the highest 
approval rating achieved by 
any premier in the Fifth 
Republic at the start of a term 
of office, Alice Kawsthorn 
writes from Paris. 

President Francois Mitter- 
rand has also seen his approval 
rating rise sharply, from 24 per 
cent a month ago to 34 per cent 
now. 

One factor behind Mr BaHad- 
ur s popularity is his concilia- 
tory approach to the poten- 
tially prickly problem of ruling 
France in cohabitation between 
his centre-right coalition gov- 
ermment and the socialist 
President Mitterrand. 

Angola talks 

Angolan government delegates 
returned to the peace table yes- 
terday after consulting Presi- 
dent Jose Eduardo dos fcmfos 
giving rebels more repre- 
in a unity govern- 
ment. AP reports from Abid- 
Ivory Coast Gen ffl gfan 
Carneiro said talks with Mr 
dos Santos in the Angolan cap- 
ital Luanda, went “very wS? 
He would not elaborate. 
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NEWS: INTERNATIONAL 


Donors ‘undermine their efforts’ by tying aid to companies at home 

Am ... V •/ O MT 


™ denBil >l®B their own 
SSf® el P developing countries bv 
assistance to reqnlremenU 
that goods or services be procured from 

5S3TE t their own coTmtrie s, t£ 

remif r Baak wa™*. George Graham 
reports from Washington. 

Painful 

George Graham 

T he world Bank is 

forecasting a surge in 
developing countries’ 
growth rates over the next ten 
years, as a result of the often 
painful economic reforms they 
have undertaken. 

Growth in the developing 
world is projected at 4.7 per 
cent a year over the period 
1992-2002, compared to 2.7 per 
cent in 1982-1992, according to 
the Washington-based multilat- 
eral development bank’s 
annual forecasts.* 

Gross domestic product per 
capita is expected to grow at 
2.9 per cent a year - more than 
three times the 0.8 per cent 
rate of the last ten years. 

Mr D C Rao, the bank's act- 
ing senior economist, said 
much of the improvement 
reflected the transformation of 
economic policy in the develop- 
ing countries in recent years: 
trade rules have been liberal- 
ised, the policy of import sub* 


Such donors, the bank believes, could 
generate another (4 bn a year of benefits 
for the third world by untying their ai<L 
Tied aid is meant to help domestic 
employment and exports, but may have 
little effect in the donor country, the bank 
argues. 


<i Tbe lobbying of individual sectors or 
business Anns in the donor country for 
directed subsidies is a more rational, if 
less laudable, explanation for tying," It 
concludes, in its annual review: Global 
Economic Prospects and the Developing 
Countries. 


For the recipient country, however, the 
direct cost may be more than IS per cent 
of the aid given. 

“Untying all aid flows would generate 
economic benefits to developing countries 
of as much as S4bn per year, which equals 
one-fifth of the nominal Increase in aid 


flows over the past decade,” the World 
Bank says. 

Some improvement has occurred: 44 per 
cent of aid was tied in 1989, and 7 per 
cent partially untied, compared with 48 
per cent tied and 12 per cent partially 
untied In 1977-1979. 


A further Improvement in the percent- 
age is likely as a result of the agreement 
last year by industrialised nations to 
abide by new guidelines by way of limit- 
ing the nse of mixed credits, which 
combine aid, export credits and non- 
concessional loans. 


reforms should yield surge in third world’s growth 

analyses the latest World Bank report on prospects for developing countries — with east Asia leading the way 


stitution abandoned, over- 
valued exchange rates cor- 
rected, public finances brought 
under control and the state's 
role in industry and commerce 
reduced. 

These policy changes have 
led to a “remarkable resur- 
gence" of private capital flows 
to the developing countries, 
with foreign direct investment 
climbing by 50 per cent over 
the last two years to $38bn in 
1992, with portfolio investment 
growing even more explosively 
to $34bn last year. 

The World Bank expects 
growth in the developing world 
to be led by east Asia, where 
growth is projected to slow 
slightly over the next decade 
but to remain at the high level 
of 7.3 per cent a year. East Asia 
now accounts for a quarter of 
output in the developing world, 
Mr Rao said. Over the next tea 
years, its weight is likely to 
rise to one third. 


Help not reaching 
projects in Poland 


By Christopher BobtnsJd 
in Warsaw 

JUST a quarter of the $8.6bn of 
western financing pledged to 
Poland in the last three years, 
or S2.lbn, had reached public 
and private investment pro- 
jects by the end of last year, 
according to Poland's Central 
Planning Office (CUP). 

A CUP study has also 
pointed to the tying of western 
government loans to purchases 
of equipment from specific 
countries as the reason for the 
meagre draw-down on the 
$6-2bn of funds committed in 
support of Poland's economic 
transformation programme. 

Of the $5.3bn of bilateral 
credit pledged by western gov- 
ernments since 1990, $3.6bn 
was made available and just 
$268m spent, the report says. 

In terms of tied loans, Italy 
was a star performer, with 78 
per cent of the $468m it said it 
was prepared to lend having 
been assigned to concrete pro- 


jects. But only 1.5 per cent of 
Australia's $2Q0m credit, which 
can only be used on Australian 
wool and hides, was spent 

World Bank disbursement 
has also been delayed, with 
$2.6bn promised and $2.2bn 
committed, yet only (775m 
spent Mr Ian Hume, head of 
the World Bank office in War- 
saw, said the delays came 
down to, “in essence, an anti- 
investment climate” in Poland 
caused by the struggle to main- 
tain tight monetary policies 
with high interest rates. 

The Ecu224m (£178m) 
pledged by the European Bank 
for Reconstruction and Devel- 
opment to public sector pro- 
jects has yet to be spent The 
study did not analyse the 
EBRD's private sector projects 
in Poland, which amount to 
Ecu3l0m, but their draw-down 
should be better. Two-thirds of 
this sum has been committed 
to western' companies such as 
Ameritech, ABB or Pilkzngton 
investing in Poland. 
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In Latin America, the World 
Bank says growth of nearly 4 
per cent a year is achievable 
over tbe next ten years, com- 
pared with a rate of 1.9 per 
cent a year in 1982-92, if coun- 


tries such as Chile, Mexico and 
Argentina persevere with their 
domestic policies and if Brasil 
adopts credible policies of 
macro-economic stabilisation. 

Sub-Saharan Africa could see 


growth rise from 2.0 per cent 
over the last ten years to 3.7 
per cent In the decade' ahead, 
largely as a result of improve- 
ments the World Bank antici- 
pates in prices of commodities 


GDP growth prospects for developing country regions 


such as coffee and cocoa, 

[f their fundamental reforms 
succeed, the national econo- 
mies of eastern Europe and 
central Asia should stop con- 
tracting and start to grow at a 
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rate of 2.1 per cent for the next 
ten years, attaining a trend 
rate of 4 to 5 per cent in the 
second half of the decade. 

Mr Rao cautioned that the 
World Bank's forecasts were 
heavily reliant on the assump- 
tion that the recovery that now 
appeared to be consolidating 
itself in the US would spread to 
the rest of the G7 leading 
industrial nations, with a pros- 
pect of sustained growth in the 
developed world over the 
medium term, combined with 
lower real Interest rates. 

The forecasts also assume 
faster growth in world trade, a 
stabilisation in real non-oil 
commodity prices, and a con- 
tinuation of policy improve- 
ments, especially in Latin 
America. 

“A more pessimistic set of 
assumptions would halve the 
rate at which developing coun- 
tries' per capita income grows 
to about 13 per cent per year," 


Mr Rao said, warning that this 
would mean an increase of 80m 
in the number of people living 
in poverty. 

One of the most serious 
threats to the economic pros- 
pects of the developing coun- 
tries is the continued fail ore to 
make progress in the Uruguay 
Round trade liberalisation. 

Countries such as Bangla- 
desh and Sri Lanka are hit by 
tariffs averaging 7 to 8 per cent 
on their exports to developed 
countries and by non-tariff bar- 
riers on 60 to 80 per cent of the 
goods they export, while 
expanding market opportuni- 
ties are also critical for the 
prospects of the reforming 
economies of eastern and cen- 
tral Europe. 

* Globa l Economic Prospects 
and the Developing Countries; 
The World Bank, ISIS H Street 
NW, Washington DC 20-133. 
USA 


NHK selects France Telecom as European 
partner for satellite video broadcast. 







France Telecom 
brings the world 
closer. 

France Telecom's expertise in the audiovisual 
field covers all phases of the video cycle: 
from image production through broadcasting. 
Whether.transmitting political, sports or 
artistic events, the extreme flexibility and 
speed of intervention of France Telecom's 
specialized units are essential. 

They operate worldwide thanks to 
state-of-the-art transportable and fly-away 
stations. When events calf for it, reaction 
must be swift, logistical issues must be 
dealt with efficiently, as well as contacts 
with French and foreign TV stations. 

Yet speed and competence are not enough: 

in an extremely tough and competitive 
environment, France Telecom's interventions 
must also be cost effective. Many clients 
recognize these strengths. Among them, 
NHK, Japan's leading public television 
network, has appointed France Telecom 
. as main supplier of European 
sourced TV footage. Every Japanese home 
has a direct view on Europe. 

For more information call : 

London: (44 71) 839 25 31 
Frankfurt: (49 69) 961 29 20 
Brussels .'(32 2)648 02 17 
Madrid: (34 1)577 93 64 
Paris .*(331) 44 44 57 06 


France Telecom 
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Travel. Flight turns the world into a single marketplace 

The magic of Might has altered the mechanics of commerce. With the most 
distant airport just hours away, ordinary citizens now have easier access to the 
world’s goods than did the kings of old. Go. 
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NEWS: UK 


US-UK ‘open skies’ 
talks resume today 


By Andrew Ftaher 


BRITISH and US governments 
will hold talks today aimed at 
restarting negotiations on 
greater access to each other's 
skies which could affect such 
traffic. 

Mr John MacGregor, trans- 
port secretary, is expected to 
assert again that more US 
access to regional airports in 
Britain can only be agreed if 
the US grants the same to UK 
airlines. 

In his meeting this afternoon 
with Mr Federico Pena, US 
transport secretary. Mr Mac- 
Gregor is likely to state that 
the UK wants to operate to des- 
tinations beyond the 22 main 
airline hubs such as New York. 
So far, the US has been reluc- 
tant to allow this; Lufthansa, 
the German airline, has com- 
plained strongly about 
restricted access to US air- 
ports. 


Meanwhile, British Airways, 
whose revenues would clearly 
benefit from access to more of 
the US market, announced that 
it will give a lump-sum pay- 
ment of six months' salary to 
any of its 6,000 ground staff at 
London's Heathrow airport 
who accept an offer to work 
part-time as part of the air- 
line's drive to cut costs and 
make its operations more flexi- 
ble. 

It said many Heathrow 
employees, who include bag- 
gage handlers and check -in 
staff, had expressed interest in 
working part-time. BA wants 
to streamline its Heathrow 
workforce to fit in better with 
the peaks and troughs of daily 
traffic, especially long-haul 
flights to and from Asia and 
America. 

BA gave no indication about 
how many people It expected 
to accept its Heathrow working 
proposals, offered in two 


schemes: Switch for under-50s 
wanting to shorten their work- 
ing week and Wind Down for 
those over 50 who want to 
work less as they approach 
retirement. 

The offer of six months extra 
pay applies to both schemes. In 
addition, those in the Wind 
Down scheme would have pen- 
sion rights protected. 

Most flight activity at Heath- 
row comes in the morning 
when long-haul flights arrive 
from the Far East and America 
and in the evening when many 
depart. Shuttle and business 
traffic is also heaviest at these 
tunes. 

BA began asking staff earlier 
this year if they wanted to go 
part-time and expects to know 
by the end of this month how 
many are interested. It 
declined to say yesterday how 
many employees it would 
like to see on part-time 
working. 


Lloyd’s urged to delay writs 


By Tracy Corrigan 


MR VAL Powell, chief 
executive of the Association of 
Lloyd's Members, has written 
to Mr Brian Garraway. chair- 
man of the regulatory board of 
Lloyd's of London, asking him 
to urge the insurance market 
to extend the moratorium on 
writs against Names in Gooda 
Walker syndicates. 

The current moratorium on 
all writs seeking to recover 
funds from Lloyd's names is 
due to end on April 30. 

Following the release of a 
200-page report on the four 
lossmaking Gooda Walker syn- 


dicates which was passed to 
the Serious Fraud Office last 
week, Mr Powell argues that 
the moratorium on writs 
against Gooda Walker Names 
should not be lifted. In the 
light of the report "it is clear 
that Names will have been 
encouraged to join certain syn- 
dicates on the basis of a false 
prospectus," Mr Powell says. 

Members of the four Gooda 
Walker syndicates are among 
the worst-hit of the Insurance 
market's Names - individuals 
who supply its capital. Their 
losses amount to more than 
£900m. with many individuals 
facing losses of more than £lm. 


The report focuses on the 
use by the Gooda Walker syn- 
dicates of "time and distance" 
policies - reinsurance policies 
which allow Lloyd's syndicates 
to manage their reserves 
against long-tail c laims , which 
emerge many years after the 
inception of policies - more 
effectively. Such deals allow 
insurers to "discount" their 
reserves against future claims. 
Policyholders pay a reinsur- 
ance premium which is then 
invested by the reinsurer, with 
the proceeds - less a profit for 
the reinsurer - repaid at an 
agreed future date to meet 
claims. 


MAASTRICHT TREATY 


Labour plans fresh offensive on social chapter 

^ it hoi iomi 


By Ralph Atkins 


THE LABOUR opposition party 
will today launch a fresh 
attempt to force ministers to 
back down over Maastricht's 
social chapter, hoping to dent 
government optimism that the 
bill's committee stage will end 
soon and without more conces- 
sions. 

Mr George Robertson, 
Labour's Europe spokesman, 
will meet Mr Michael Morris, 
deputy Commons' speaker, to 
urge him to rethink the amend- 
ments on the social chapter 
selected for debate. 

But Labour is now looking 


more to the bill's “report 
stage” - likely to follow 
shortly after the committee 
stage - as offering the best 
chance of forcing another gov- 
ernment retreat 

Last week ministers agreed 
to support a Commons debate 
on the social chapter before 
formal ratification but after 
the bill completes its 
Commons' stage, expected 
after the Danish referendum 
on May 18. 

Labour and Tory Euro-rebel 
MPs agreed yesterday that the 
committee stage is likely to 
end next week, or possibly 
even this week if the govern- 


ment wins votes allowing all- 
night sitti n gs. 

MPs are likely to vote on 
clause one of the three clause 
bill today - the 21st day of the 
committee stage. 

Labour will abstain, allowing 
the bill to proceed but provok- 
ing Liberal Democrat and gov- 
ernment accusations that they 
are anti-European. "We 
couldn’t vote for clause one 
because there is still a social 
chapter opt out,” said Mr 
Robertson. 

Votes on new clauses to the 
bill including on a referen- 
dum. could foSow on Wednes- 
day or Thursday and perhaps 


one day the following week. 

Mr John Smith, Labour 
leader, is pledged to vote 
against a referendum and tne 
rebels in his party or among 
Conservatives are unlikely to 
force a government defeat 

One Foreign Office insider 
said; “By the week and by the 
day, the general confidence of 
the government is underpinned 
and reinforced.” Mr James 
Cran. a leading Euro-sceptic 
MP, said the committee stage 
could finish this week, “bar- 
ring unforeseen circum- 
stances”. 

Labour wants the reinstate- 
ment for debate of its amend- 


ment 27. which it believes 
would have the effect of fore- 
ing the social chapter on the 
government and. in spite of 
ministers' denials, is semi by 
some Tory Euro-sceptics as a 
possible wrecking amen dment. 

Mr Robertson is also urging 
the reinstatement of new 
clause 74, which would unpose 
tougher conditions on the 
debate on the social chapter 
that the government conceded 
last week. 

The party believes there is a 
strong case for a full debate on 
the social chapter, plus a vote , 
before MPs finish considering 
the bill. 


Runners taking part in the 13th London Marathon yesterday pass the Canary Wharf development in Docklands. The men’s race was 
wan by 34-year-old British outsider Eamonn Martin after a neck-and-neck struggle with Mexican Isidro Rico, who finished second. In 
the women's race Katrin Dorre of Germany beat Australian Lisa Ondieki into second place. Some 25JS00 took part in the 26 mile race 


Attali defends 


EBRD spending 


By Scheherazade Daneshkhu 


MR JACQUES ATTALI. the 
president of the European 
Bank for Reconstruction and 
Development, yesterday denied 
responsibility for the way in 
which £2Q0m was spent by the 
bank on fitting out its London 
offices and meeting overheads 
since its launch two years 
ago. 

Speaking on the BBC TV 
Breakfast With Frost pro- 
gramme, Mr Attali said that it 
had not been his role to decide 
the £750,000 spent on replacing 
and installing new marble at 
the entrance to the bank's 
Broadgate headquarters in the 
City of London. 

“$fy role was to decide on 
the budget and to get it agreed 
by the board of the bank and 
to be sure that the cost of the 
bunding would be at the lower 
range of a City average," he 
said. 

Mr Attali, who is to be ques- 


tioned this week over the alle- 
gations of excessive spending 
at the bank by Mr Theo Wai- 
gel. German Finance Minister 
who is chairman of the EBRD, 
said he had nn thing to apolo- 
gise for. 

He said that the bank had 
one-off start-up costs and 
that by investing to 
create its headquarters in 
England, the government 
would attract more business 
for the country. 

Mr Attali said that many 
countries had competed to 
have the bank’s HQ in their 
capitals. “I think It was a good 
decision for the British govern- 
ment to decide to invest a lot 
of money in the headquarters." 
He said the government had 
agreed to give the bank £40m 
to come to London. 

Mr Attali avoided the ques- 
tion of whether he should 
resign if that was the price of 
restoring the EBRD's credibil- 
ity. 


Mayflower 
to take over 
car designer 


By Kevin Done. 

Motor Industry Correspondent 


MAYFLOWER, the specialist 
UK automotive engineering 
group, is to take over the busi- 
ness and assets of LAD (UK), 
one of Europe's leading auto- 
motive design and engineering 
consultancies, which collapsed 
into administrative rec- 
eivership less than two weeks 
ago. 

The deal will increase May- 
flower's annual turnover by 60 
per cent to about £H0m. It will 
create a significant force 
among the world's automotive 
design and engineering groups 
capable of rivalling the long-es- 
tablished Italian automotive 
design houses such as 
Pininfarina, Italdesign 
and Bertone, and Germany’s 
Karmann. 

Mayflower already owns 
Motor Panels, the Coventry- 
based automotive engineering 
group, which operates in fields 
from vehicle engineering 
design and development to 
tooling and manufacturing. 

Mayflower is to pay £L25m 
in cash to acquire 1AD from 
the receiver and the shares, of 
IADs overseas trading subsid- 
iaries, which did not go into 
receivership. 

Mr John Simpson, Mayflower 
chief executive, said the combi- 
nation of LAD and Motor Pan- 
els would provide “a world- 
class capability in automotive 
design and engineering”. 

Mayflower is already expand- 
ing rapidly and is in the midst 
of its second rights issue in 
less than two years. 

It is raising £34-6m through a 
one-for-one rights issue to 
finance its existing expansion 
in the UK and the US. This 
includes a project to supply the 
bodies for a new MG sports car 
being developed by Rover, the 
UK carmaker. 

Mayflower bought Motor 
Panels for £l4.75m out of the 
receivership of the parent com- 
pany, CH Industrials. It made a 
pre-tax profit of £1.7m last year 
on a turnover of £67 -8m and 
has a worldwide workforce of 
nearly 1,000. 

LAD made a loss of £106,000 
on a turnover of for the 
year to the end of April 1991. 


iWANOAL TIMES 


MONDAY APRIL 19 1993 


9 




* 







w 


MANAGEMENT 


hen a corporate giant 
heralds a "review'' of 
its Head office, the out- 

thT ^ 

Mtamed ifW 5SSX 

to achieve the most cost-effotMua 

P^on of esseS^^S^ 6 

The precedents are legion: the 
of US General Electric's 
headquarters staff in the 1980s- a 
S*? mom than WflS^Tfeit 

“L^r’ 8 ***** im > and, 
a halving of the Mw 
iu s head office over the next two 

8Ifk h *** Wak * its d e*“erger. 

™ comes on top of a cut of 

m w?+£ han ¥ ^ 0801 sin “ 199L 

With such exemplars in mind, 
outside rs were inevitably disap- 

1 “ h^ °®“ review 
initiated by Unilever last summer 
culminated more than two rnmthe 
ago m what seemed at first sight to 
he just a tidying-up exercise of the 
Angl o-Dutch consumer products 
group's unusual dual-centre head- 
{ I uar ters. On a comparative ba sts it 

entailed a net jobs cut of only 10 per 

cent in the core of the HQ, which 
nas been rechristened "the corpo- 
centre" and will now number 
1,075. Its London arm is being 
reduced by 120 posts, to 675. In Rot- 
terdam the Dutch branch will be 
enlarged very slightly, to 400 peo- 
ple. 

On the surface, the closest the 
reshaping has come to drama is in 
the decision to transfer almost 600 
of the jobs which were previously 
classified as part of the group's 
“headquarters” to the various oper- 
ating companies (260 jobs) and 
national managements (330 jobs). 

But real drama may yet emerge. 
In an HQ which has not changed 
substantially for decades, the work- 
ing lives of its staff will now 
become more demanding. More fun- 
damentally, the key justification for 
Unilever's head office - the ability 
to shape corporate strategy - may 
be given its sternest test in the next 
few years. 

Not surprisingly, the February 
statement about “reshaping” pro- 
voked irritation among investment 
analysts and others in the City of 
London. A common complaint was 
that, unlike BP in particular, Uni- 
lever had not decided to cut its 
headcount sharply by “outsourcing” 
such support services as account- 
ing, tax and legal affairs. Michael 
Fox, the senior manager who 
headed the review team, claims - 
controversially - that the term “is 
normally associated with cleaning 
and maintenance”. On what he calls 
“higher-level” activities, he says 
“we don't see it as a significant 
opportunity for us”. 

Hans Eggerstedt, Unilever's 
finance director, is dismissive of 
City attitudes to head-office cuts. 


Unilever’s plans have been 
misunderstood, say Christopher 
Lorenz and Guv de Jonquieres 

Head office 
upheaval 



Ham Eggmvtrtpety and Mlcl^rte hope to allu- the tofHlomt'toanlmrcultuni 


"Macho” announcements of the 
halving of HQ headcounts may 
excite people, but they are “mislead- 
ing”, he claims. “The City should be 
interested in the total performance 
of the business, not in the means,” 
he urges. 

Fox says only about half of Uni- 
lever's new corporate centre con- 
sists of “functional departments” 
such as personnel, finance, tax and 
legal staff. It was on this half that 
the review concentrated and from 
which all the 120 job cuts are com- 
ing; in that sense, it represents a 
reduction of 20 rather than 10 per 
cent. 

Hie rest of the centre consists, 
first, of the “office of the [twin] 
chairmen" which is being enlarged 
from 14 to about 20 In order to 


strengthen its "strategic support” 
role. Beneath that come the 
regional and product “management 
groups”, the latter are known more 
popularly in Unilever-ese as "co-or- 
dinations”. These are, in effect, the 
top tier of the four individual busi- 
nesses; food, detergents, personal 
products and specialty chemicals. 

Hie string of detailed functional 
changes include: 

• The removal of much duplica- 
tion and overlap between depart- 
ments in Tendon and Rotterdam. 

• The amalgamation of many 
senior roles to provide “single-point 
responsibility” spanning the North 
Sea and the globe. Repeating tines 
will be simplified accordingly in 
various other parts of the centre. 

• An ingjqtonnp that each depart- 


ment should justify fully its exis- 
tence, define its role and estimate 
the value it adds. 

• The introduction of much 
tougher departmental and individ- 
ual performance measures plus the 
concept of “continuous improve- 
ment” in productivity and service 
to internal "customers”. 

• The likelihood of further job cuts 
later, at least in the functions. But 
some of the management groups 
may have to be enlarged, says Fox. 

• An attempt to start changing the 
entrenched top-down “control” cul- 
ture of London and Rotterdam 
towards something more self-driven 
and consultative. 

Beyond these issues of internal 
effectiveness and culture lies more 
fundamental questions which will 
be exposed to greater outside scru- 
tiny - notably from investors - now 
that the centre's role has been made 
more transparent by the dispersal 
of activities which are not really 
corporate. 

That, fo turn, is likely to expose 
Unilever to future pressure on the 
most basic and threatening ques- 
tion that anyone - including poten- 
tial predates's - could ask about its 
centre: what strategic value does it 
really add in a corporate sense, over 
and above that created in the four 
businesses? 

Recently the international man- 
agement of the businesses has been 
strengthened and with it their stra- 
tegic muscle. Various steps have 
been taken to ensure cross-fertilisa- 
tion between them occurs more nat- 
urally. rather than having to be 
mediated by head office. 

So what more does the corporate 
centre now provide than financial 
muscle and - especially vital within 
such a multinational company - 
personnel development which spans 
businesses and countries? 

Eggerstedt says the reshaping is 
intended partly to reduce further 
the barriers between the different 
management groups, and enable 
synergies to “flow easily” across 
than. And he says “a major part of 
the discussion” has been around the 
need to improve Unilever’s ability 
"to develop a corporate strategy”. 

That would seem to be an admis- 
sion that this has been less than 
folly effective in the pest It cannot 
have been helped by the frequent 
confusion of head office managers 
between their corporate and other 
redes. The very size of the previous 
head office structure - almost 1,800 
on its widest definition - was also a 
handicap to easy communication. 

So the redefinition of managerial 
and support roles within the new 
centre’s various departments 
should help matters. But no amount 
of reorganisation will recreate a 
proactive strategic role for Uni- 
lever's centre if the degree of leader- 
ship it provided in the past is no 
longer needed by its businesses. 


The rise and rise of 
profit-related pay 

Robert Taylor on carrots for employees 


B ritain’s workers are increas- 
ingly involved with their 
companies through govern- 
ment-backed financial participa- 
tion schemes. An estimated 3m of 
them are covered by various forms 
of profit sharing and are in receipt 
of shares or options worth around 
EllUbn. 

The most spectacular growth, 
however, has been in the area of 
profit-related pay (PRP). Figures 
due to be published by the Inland 
Revenue tomorrow will reveal 
that about one in 20 workers - 
1.3m people - are now covered by 
4,500 PRP schemes. Introduced in 
the 1987 Budget, PRP only really 
took off after Norman Lament, the 
chancellor, doubled tax relief on 
the scheme two years ago and the 
government published model rules 
to help employers- Since 1990 the 
number of PRP schemes has tri- 
pled. PRP provides all full-time 
employees in a company with tax- 
free payments worth up to £4,000 
a year or 20 per cent of salary, 
whichever is the lower. The 
scheme has to be registered with 
the Inland Revenue and is subject 
to detailed regulations with the 20 
per cent part of the worker’s pay 
“profit related”. 

“PRP is not an incentive system 
but deliberately designed to make 
basic pay more variable,” says 
Brian Friedman, managing direc- 
tor of Stoy Benefit Consulting. “It 
provides employees with tax-free 
money equivalent to a 7 per cent 
pay rise,” he adds. 

“PRP has become a major 
attraction of profit sharing over 
the past year because it can boost 
net pay at a time when the cadi 
for normal pay awards is not 
available.” explains David Shou- 
field at Incomes Data Services. 

Gallaher, the tobacco company, 
Norwich Union, an insurance con- 
cern, and Nationwide Anglia, a 
building society, were among the 
early converts to PRP. 

The growth has come despite 
last August's move by the Inland 
Revenue to close a tax loophole 
that had enabled companies to 
link their annual calculation of 
what was profit pay to other fee- 
tors, so allowing an annual bonus 
to be paid tax free. Experts 
thought this might slow down the 
spread of PRP, but that does not 


appear to be the case. Up until 
now the vast majority of PRP 
schemes have provided workers 
with a tax free bonus on top of 
their basic pay. But there are 
signs of a change, particularly 
since the Revenue’s tightening of 
the rules. 

Some companies in the current 
pay round are offering PRP's as 
part of the basic pay offer. Others 
are introducing the concept of sal- 
ary conversion. “This is much 
closer to the original intention of 
PRP”, admits Friedman. 

Clearly companies in financial 
trouble are unlikely to win much 
support from their employees for 
PRP, but the size of the tax advan- 
tages do provide some flexibility 
for companies whose profits fell. 

PRP is not the only government 
tax incentive scheme on offer to 
companies which want to involve 

“Profit-related pay is 
not an incentive 
system but 
deliberately designed 
to make basic pay 
more variable” 

their employees more directly in 
their financial performance. And 
in a show of the broad industrial 
and political consensus on this 
subject a joint bid to encourage 
their spread will be launched 
tomorrow by Lament, Norman 
Willis, the TUC's general secre- 
tary, and Howard Davies, the 
director-general of the Confedera- 
tion of British Industry. 

According to the recently pub- 
lished official 1990 workplace rela- 
tions survey, 55 per cent of trad- 
ing sector workplaces are covered 
by some form of worker financial 
participation scheme. 

The first scheme, a profit-shar- 
ing trust scheme, was introduced 
in Denis Healey’s 1978 Budget and 
came into force a year later. It 
enables companies to provide a 
discretionary allocation of shares 
to full-time employees of more 
than five years' standing. The 
maxim um value of the shares that 
can be given to one worker is 
£3,000 or 10 per cent of earnings. 


whichever is the greater, up to an 
£8,000 ceiling. The shares are held 
in trust by the company for at 
least two years before they can be 
sold, but workers must wait a fur- 
ther three years before they can 
sell their shares without tax liabil- 
ity. The latest statistics show 
there are 1,012 snch registered 
schemes in existence covering 

800.000 workers. 

In 1980 came the Save As Ton 
Earn Option Scheme. This also 
covers all employees in a com- 
pany. They pay monthly contribu- 
tions of between £10 and £250 for 
a five-year period into a bank, 
building society or national 
savings account. The eventual 
lump sum can be used to acquire 
shares at a 20 per cent discount to 
the current market price prevail- 
ing at the outset of the scheme. No 
income tax is payable - on the 
options exercised at the end of the 
five-year saving period. There are 
now 1,058 such schemes covering 

470.000 workers. 

The Discretionary Share Option 
Schemes under the 1984 Finance 
Act is confined to an elite of man- 
agers and directors. Options can 
be granted to a full-time employee 
over shares worth up to four times 
the individual's annual earnings, 
or £100,000, whichever is the 
greater. If options are exercised 
more than three years bnt no 
more than 10 years after they are 
granted, the proceeds will be tax 
free. According to today’s Insti- 
tute of Management Survey the 
number of managers and directors 
covered by share option schemes 
rose to 84.7 per emit of the sample 
survey from 29.2 per cent in 1992. 

Less popular in Britain because 
of the meagre tax benefits are 
Employee Share Ownership Plans. 
Under these, companies establish 
a trust elected by the workforce, 
which acquires and distributes 
shares to workers. 

A recently published govern- 
ment survey suggests the majority 
of the above schemes would never 
have been created without the lure 
of tax relief. But it also points out 
that competitive pressures, rapid 
technological change and the need 
for more employee flexibility have 
all encouraged companies to intro- 
duce financial participation 
schemes. 


REPEAT CAUL TO TENDER FOR THE HIGHEST BID [ 
for the Purchase of the Assets of " VIEX Constructions and Equipment of Industrial 

Facilities " , of Athens, Greece, 

"ETHNIKI KEPHALEOU SA. Administration of Assets and Liabilities” of 1, Skouletriou Street, Athens, Greece, iu its capacity as 
Liquidator of ”Vlex Constructions and Equipment of Industrial Facilities”, a company having its registered office in Athens, Greece (the 
•Company"), which is presently under the status of special liquidation according to the provisions of article 46a of Law 1892/1990, 

announces a repeat call for tenders 

for the purchase of the assets of the Company, as a single whole, by public auction by submission of sealed binding offers (the "Auction"). 
This announcement is being made further to a fust announcement published in Ihe Greek press on 4lh and 5lh March 1993, in respect of the 
Auction, the dales of which were postponed by virtue of a court order now revoked 

BRIEF INFORMATION: The Company was founded in 1980 and until 1991 (when it was Gist de c lared under liquidation in accordance 
with article 9 of Law 1386/1983) was involved in the study, construction and manufacturing of all kinds of industrial equipment and 
facilities, machinery, care etc. The operation of the Company ceased in 1991. No personnel is currently employed The Company assets 
include facilities built oo a land of 36,019 m\ in Mandra, Attica, facilities built on a land of 4,650 m 1 in Piraeus, and a 50% share on a land 
of 5 246 m* in Larissa. Assets also include machinery, mechanical equipment and trade marks. Mention is made (hat together with the 
above assets there shall be sold mechanical equipment (including cranes, etc. as described in the Offering Memorandum) at a price of drs 
two hundred fi fly million (dis 250,000,000) owned by the National Bank of Greece SA following a transfer of ownership from the 
Company made before the declaration of the liquidation (see also term 7 below). Interested parties are called - upon to seek more detailed 
information in respect of such mechanical equipment from the Liquidator or its agent as referred to below. 

OFFERING MEMORANDUM-FURTHER INFORMATION: Interested parties may obtain an Offering Memorandum in respect of the 
Company and the assets thereof and any further information, upon execution of a confidentiality agreement 

TERMS AND CONDITIONS OF THE AUCTION 

I The Auction shall take place in accordance with the provisions of article 46a of Law 1892/1990, the terms and conditions set forth 
herein and the "Terms and Conditions of Sale" contained in the Offering Memorandum. Such provisions and other terms and conditions 
shall apply irrespective of whether they are mentioned herein or not. Submission of binding offers shall mean acceptance of such 
provisions and other terms and conditions. _ 

L Wind im. Offers: For the participation in the Auction interested parties arc hereby invited to submit binding offers, not later than the 
17th May 1993, 1030 a.nt, to Ihe Athens Notary Public George Sletanakos, address: 39 Academies sir., Athens, tel: +30-1-645.04.22 
+"U)-1 -360.69.69 Fax: +30-1-645 D4.23. 

fifTere should expressly State the offered price in aggregate for both the assets of the Company and the drs 250m worth of meebamad 
eauinment owned by the National Bank of Greece SA as mentioned above under the tide "Brief Information". Offers shook! also state 
the detailed terms of payment (in cash or in instalments, mentioning Ihe number of instalments, the dates thereof and the proposed 

Rinding offers submitted later than the prescribed time limit, as referred to hereinabove, shall neither bo accepted nor considered. The 

J 3CCOtr ^ ed b * knus of * uaran, “’ ** “ amount of “8^ mOtior. (8°^°°^). 

^T.n JwS cTttth the draft form of letter of guarantee contained in the Offering Memorandum, by a bank legally operating m 
to hTSdunffl the adjudication. Letters of guarantee shall be returned after the adjudication. In the event of mjn-cornpfomce 
Se pSS mber Jams and conditions referred to in paragraph ! hereof, the letters of guaran.ro shall be forfeited as a 

I gtabmj&tonSL Binding offers together with the letters of guarantee shall be submitted in sealed envelopes. 

2* vP n , ™wni I j nersofl or through a duly authorised agent. 

Sub missio ns ^ binding offers shall be unsealed by the above mentioned Notary. Public >3 hiJ Lfi fl - 

j^aSXIy £rty tarinfdufy submitted a binding offer shall be entitled to attend and sign tbe deed attesting the unsealing of the 

binding 1 offem. considered the participant whose offer will be judged, by the 51% of the Company’s creditors (the 

t. As highest bidder f h Htwetion. upon suggest ion of the liquidator, to be in tbe best interests of all of the creditors of the 

"Credit an offer proposed to be paid in instalments, the present value thereof 

Company. Mention ^i^uted on the basis of a discount interest at an annual rate of 28% compounded yearly, 

shall be taken into account appcar on the dale and place mentioned therein and execute the contract 

r . The liquidator^ ottTand/br any other improved terms which may be suggested by the 

of sale in accordant ‘ “J - udicalion shall be deemed to take effect upon Note also that for the purpose of the transfer of tbe 
Creditors and ^ National Bank of Greece SA. the contract of sale shall be executed both by the Liquidator and the 

National Bank of Greece SAjaecoto® ° f Mrtidpation and the transfer of the assets shall be exclusively borne by the 

I. All costs and cxpensesoi any . 

participants and the ^obligation whatsoever towards the part^nts in relation to tbe evaluation of 

K The liquidator and the Crwnors aimi * my decision to repeal or cancel the Auction or any dtfKMii .whatsoever in 

ihe offers or the 1 * “J diking of the Auction. The liquidator and tbe notary shall have no liability for any legal or 

connection with the ^ ^ CTCatc my right for adjudication nor shafi the participants acquire 

actual defects of (be ^ ^8 fgUfdtnm in tbe Auction against tbe liquidator and/or the Creditors for any 

any right power or claim from ibis invttau 

reason whatsoever. m firerk and translated into English. In any event tbe Greek version shall prevail 

10. This invitation has been drafted 1 m G information please apply to the Company s Liquidator. “ETHNKl 

For obtaining the Offe " 0 f ^ j ^ Liabilities" address: 1 Skoulcniou Stereet, 105 61 Athens, Greece tel: +30-1- 


For more than a century and a half, Patek Philippe has been known as 
the finest watch in the world. The reason is very simple. It is made 
differently. It is made using skills and techniques that others have lost 
or forgotten. It is made with attention to detail very few people would 
notice. It is made, we have to admit, with a total disregard for time. If 

a particular Patek Philippe 
movement requires four 
years of continuous work to 
bring to absolute perfection, 
we will take four years. The 
result will be a watch that 
is unlike any other. A watch 
that conveys quality from 
first glance and first touch. 

A watch with a distinction: 
generation after generation 
it has been worn, loved and 
collected by those who are 
very' difficult to please; 
those who will only accept 
the best. For the day that 
you take delivery of your 
Patek Philippe, you will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting your own values. 

A watch that was made to 
be treasured. 




PATEK PHILIPPE 

GENEVE 


Exclusive Patek Philippe showroom. 15 New Bond Street. London ■ Asprey & Co Ltd. 165 New Bond Street. London 
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CONSTRUCTION CONTRACTS 


£50m Teesside development 


Aquapark 
scheme 
for Brno 

JOHNSONS and its joint 
venture partner HEXAPLAN, a 
firm of architects based in 
Bmo, have extended their asso- 
ciation with the Boby Centrum 
development with a further 
commission - the construction 
of Brno's first Aquapark. 

The Aquapark will be built 
on the adjoining site to the lei- 
sure complex. Facilities will 
include both internal and 
external leisure pools. 

Johnson Hexaptan is prepar- 
ing working drawings for the 
Kcs430m (£lOm) project sched- 
uled to commence on site In 
mid-July. 

Medical project 

CONDER PROJECTS has 
secured a US$6m (£3.9m) con- 
tract to build a paediatric poly- 
clinic at Neftevgansk in Rus- 
sia. The children's clinic is 
being funded by a number of 
oil companies, including Shell, 
which is carrying out explora- 
tion In the area. 

Dubai study 

MAUNSELL, in association 
with AMAR CONSULT, has 
been appointed by the Dubai 
Municipality for the study and 
improvement of Dubai Creek. 

The aim of the project is to 
review its current status and 
investigate the potential for 
further development 

Testing materials 

A British scientific consul- 
tancy has clinched a £7.5m con- 
tract to supply technical exper- 
tise to the Hong Kong Housing 
Authority. 

RENDEL SCIENCE & ENVI- 
RONMENT is to provide a pro- 
fessional materials testing ser- 
vice (PMTS; for the colony's 
public sector housing industry 
over the next three years. 


Solid foundations are being 
laid by Tarmac for a £50m 
scheme to bring new leisure 
and business interests to Tees- 
side and the north east. 

A total of 15.000 cu metres of 
reinforced concrete is being 
pumped into the "dry” bed of 
the diverted River Tees for the 
base of the Tees Barrage, being 
built by TARMAC CONSTRUC- 
TION for Teesside Develop- 
ment Corporation. 

The barrage. 70 metres wide 
and 50 metres long, is a key 
project in the Corporation's 
regeneration of 19 sq miles of 
derelict land. 

The barrage at Blue House 


Point. Stockton, will create 12 
miles of clean navigable water- 
way upstream for sporting and 
recreational activities, and 
access to newly-established 
commercial areas. 

Other amenities and leisure 
facilities in the barrage project 
include a canoe slalom, naviga- 
tion waterway and lock, a fish 
pass, cafeteria and a caravan 
park. 

The foundation work will be 
completed in July ready for the 
erection of the bridge over the 
barrage structure. The bridge 
comprises 700 tons of tubular 
steel and 64 circular one and a 
half tonne castings which are 


being manufactured locally. 

The river will be rediverted 
at the end of September to 
allow the temporary diversion 
to be filled in and the naviga- 
tion channel to be constructed. 

Installed between the piers 
of the barrage substructure 
will be four fishbefiy gates, 
each weighing 50 tons, and 
measuring 13.5 metres long 
and eight metres high. The 
gates will regulate the flow of 
river water and also act as a 
barrier to prevent tidal flood- 
ing upstream. The barrage is 
being designed to work auto- 
matically and will be commis- 
sioned in October 1994. 


Maintaining local authority buildings 


JOHN MOWLEM CONSTR 
UCTION has won work worth 
nearly £17m. The largest con- 
tract, worth film, is a three- 
year appointment for mainte- 
nance and repairs to all munic- 
ipal buildings (principally 
schools and leisure centres) 
within the London Borough of 
Newham. 

Also in Newham, Mowlem 
has a £558,000 contract from 
the council for repairs to coun- 
cil housing on The Triangle 
Estate. London E16. This proj- 
ect is being undertaken under 
the Department of the Environ- 
ment’s training initiative. 

In Westminster, Mowlem h as 
won a £l.7m contract to build a 
nursing home at 131-151 


Regency Street, London SWl 
for Riverside Health Authority. 
Mowlem has demolished the 
houses on the site and is erect- 
ing a building of traditional 
construction on piled founda- 
tions. 

At Angel Square, Islington, 
Mowlem has been awarded a 
£l.6m contract by HM Customs 
& Excise to fit out 60,000 sq ft 
- of office space. The work com- 
prises the installation of raised 
floors, new services, kitchens 
and computer rooms. 

At Heathrow Mowlem has 
been awarded a £960,000 con- 
tract to fit out The Admiral’s 
Club at Terminal 3 for Ameri- 
can Airlines' first and business 
class passengers. The club will 


comprise a lounge bar, busi- 
ness and conference centre, 
library, quiet room, toilet and 
shower facilities, luggage stor- 
age and entrance ball. 

In Bromley Mowlem is work- 
ing on a complex three-phase 
project to refurbish the County 
Court while it is still occupied. 
The £692,000 contract is due for 
completion in May. 

Finally, in Reading, the 
south east region of John Mow- 
lem Construction has won a 
£473,000 contract to build a fire 
house for The Royal County of 
Berkshire. 

The three-storey building 
will be used to provide smoke 
training for members of the 
County fire brigade. 


Upgrading social housing in Hounslow 


UNITED HOUSE is to refurbish 
and upgrade a mix of 506 
houses, maisonettes and flats 
on North British Housing 
Association's Beaver Estate at 
Hounslow, west London, under 
a contract worth £8 .4m. 

Because the internal work is 
so extensive the occupants will 
be moving out for the five/six 


weeks required to install new 
bathrooms and kitchens, cen- 
tral heating and windows and 
for the replacement of all wir- 
ing and plumbing. All flat 
roofs are being given new 
pitched, tiled roofs. 

Responsibility for the tim- 
ings and phasing of all move- 
ments, over a period of 20 


months, rests with United 
House. The Housing Associa- 
tion is providing alternative 
accommodation elsewhere on 
the estate. 

While all this is going on 
United House will also under- 
take a similar upgrading of the 
Beaver's Ermine Community 
Centre. 


Research laboratories at Macclesfield 


LAING NORTH WEST, part of 
the I .Ring Group based in Mill 
Hill, London, has won a £4.8m 
contract to build central 
research laboratories and 
offices for Ciba at Macclesfield. 

The project involves a local 
construction workforce of 30. 
The contract includes con 
struction of a two-storey build 
Ing with 11 laboratories 
offices, stores, toilets, cafeteria 


locker rooms, library and con- 
ference room. A large plant 
room will be on the first floor 
incorporating the main electri- 
cal and mechanical plant. 

Construction will be steel 
frame with in situ concrete 
topping to the first floor. The 
roof comprises mono pitched 
raised seam sheeting to the 
offices and a dual pitched roof 
with raised seam sheeting with 


curved eaves to the plant 
room. 

Office and laboratory exter- 
nal walls will be a prefinished 
aluminium panel rains creen 
system with double glazed 
thermally broken prefix] isbed 
aluminium windows and doors. 
The complex mechanical and 
electrical services include 
extensive fume extraction facil- 
ities. 


people 

Cooper quits Treasury 
for James Capel 


uncial times monqavafw l 


The Treasury has lost another 
of its top economists to the pri- 
vate sector in the shape of 
Adrian Cooper, who is leaving 
to join James CapeL Cooper, 
the Treasury's forecasting 
co-ordinator, is joining two 
other ex-Treasury economists 
in James Capel 's six-strong 
economists group. 

Cooper, 28, has worked at the 
Treasury since 19S6. He has 
played a key role in extending 
the Treasury’s contacts with 
outside economists in an effort 
to improve on its poor recent 
forecasting record. 

Cooper, who graduated from 
Bristol University and has a 
higher degree from the London 
School of Economics, says he Is 
leaving primarily to “gain 
experience of economics in a 
private-sector environment". 
Hie fact that he would be paid 
more at James Capel “is not 


the main reason, though it is a 
nice feature'’. Despite criticism 
directed at the Treasury', 
morale within the economists' 
department was high; “Fve 
enjoyed working here." 

Cooper will work in a James 
Capel team headed by Keith 
Skeoch which also includes 
two other ex-Treasury econ- 
omists, G wynne Hacche and 
Stephen King. He will feel very 
much at home at James 
Capel's City offices, which are 
shared with its sister company 
Midland Global Markets, also 
owned by HSBC Holdings. In 
Midland’s economics teams are 
a further two former Treasury 
officials in the shape of Simon 
Briscoe and Julian Jessop. 

Cooper - who leaves the 
Treasury in early May - has 
recently been working under 
Colin M owl, the Treasury’s 
chief forecaster. He has sat in 



on meetings of the “seven wise 
men" of outside forecasters 
and was responsible for a large 
amount of the draft of this 
group's first report issued in 
February. . , . 

He has also become involved 
with controversy over whether 
the Treasury might at some 
point seek to contract out its 
computerised economic model 
to an outside group. But the 
Treasury says it still has some 
way to go before deciding on 
whether to ask companies to 
do this work. 


Non-executive 

directors 

■ David Dugdale, former 
deputy chairman of James 
Capel, at TRENGHERWOOD. 

■ David Hardaker has 
resigned from COURTYARD 
LEISURE. 

■ James Stride at LONDON 
& ST LAWRENCE 
INVESTMENT COMPANY and 
PRACTICAL INVESTMENT 
COMPANY. 

■ Thomas Bierman at 
DOLPHIN PACKAGING. 

■ Fr anz Lutolf is retiring from 
SEDGWICK GROUP. 

■ Sara Morrison at 


KL EINW ORT CHARTER 
INVESTMENT TRUST. 

■ Lord Cavendish of Furness, 
chairman of the Holker Estate 
Group of Companies and a 
former government spokesman 
in the House of Lords, at UK 
NYREX 

■ Professor Sir William 
Taylor has retired from 
FENNER. 

■ Bill Jarratt, a director of 
South Wiltshire Enterprise 
Agency, at FIRST CHOICE 
HEALTH. 

■ Card Mosselmans, 
chairman of Rothschild Asset 
l lanagpmpn^ chairman, of 

Exco international, and a 
non-exec at Coutts & Co, as 


chairman at JAN SON GR EE N. 

■ Montague White has 
resigned from P-E 
INTERNATIONAL. 

■ Sir John Morgan as 
c hairman at DRAYTON 
KOREA TRUST following the 
resignation of Nicholas 
Johnson. Johnson has also 
resigned from DRAYTON 
ENGLISH AND 
INTERNATIONAL TRUST. 

■ John Dawson at 
CLYDESDALE BANK; Max 
Bray has resigned 

■ Neville Root has resigned 
from NORWEB. 

■ Dennis Sewell, finance 
director of Clayhithe, at 
LASER-SCAN HOLDINGS. 


Farmer takes over at Moscow Narodny 


Moscow Narodny Bank, the 
73-year-old London-based bank 
which has been trying to find a 
new role for itself following the 
collapse of the Soviet Union, 
has appointed Derek Farmer as 
deputy general manager. 

Farmer, 48, will be the senior 
British executive in a bank 
which has had a reasonably 
rapid turnover of general man- 
agers over the past few years. 
He will be acting general man- 
ager following the departure of 
Cliff Evans who had been in 
the job for Just over two years. 

Evans, a former Citibanker, 
had replaced Campbell Dun- 
ford. a former Midland Bank 


trade finance official, who had 
been doing the job since Febru- 
ary 1988. Moscow Narodny 
gave no reason for Evans' 
departure but it is understood 
that he may be involved in set- 
ting up a joint venture bank in 
Moscow. 

Moscow Narodny, which 
used to be the main overseas 
commercial bank of the former 
Soviet Union, is recovering 
from a turbulent period in 1991 
when it lost £120.&n. The disin- 
tegration of the Soviet Union 
caused a run on its deposits 
and Russia was forced to step 
In and inject more than £30Qm 
of new capital to guarantee its 


survival. The balance sheet of 
the bank, which is cow con- 
trolled by the Central Bank of 
the Russian Federation, has 
shrunk from £2£bn in 19% to 
£l.lbn in 199L 
The new acting general man- 
ager started his banking career 
at the Royal Bank of Scotland 
Between 1970 and 1982 he 
worked, for Toronto-Do minion 
Bank, including seven years in 
Toronto and. two years in the 
Middle East He has since 
worked at The Royal Trust 
Company of Canada. Uhaf 
Bank and Banque Paribas, and 
has most recently worked as a 
consultant with Haraods Bank. 


RUSSIA 


The FT proposes to 
publish this survey on 
May 27 199 3 
It wiJi be seen by 
leading international, 
businessmen in 160 
countries worldwide. 

If you would like to 
promote your 
organisation’s 
involvement to this, 
important audience 
please contact; 

Patricia Surridge 
in London 
Tel: 07I-S73 3426 
Fax: 071-873 342S 
or 

Nina Golovyatenko 
in Moscow 
Tel: (095) 243 19 57 
Fax: (095) 251 24 57 


FT SURVEYS 



By ringing +44 81 643 7181 you can take advantage of the Financial 
Times Annual Report Service. 

This offers, by return, the Annual / Interim Report of any. company 
annotated with a * in the London Share Service columns of the FT. The 
service is quick, convenient, free, and now over 400 companies' Report and 
Accounts are immediately available. 

Serious investors know that the Annual Report is vital to understanding 
a company and making investment decisions, but until now has not always 
been easily obtainable. 

The Jines are open 24 hours a day, 7 days a week, or you may fax your 
request to +44 81 770 3822 


Remember to check that the company is marked with a * in the FT London Share 
Service, and quote Che code number at the bottom right-hand corner of those pages. 



CONTRACTS & TENDERS 


The State Property Agency (SPA) notifies you that the tender invited in 
January 1993 for the sale of shares in the amount of HUF 1,501,000,000 
of Dorottya Asset Managing and Service Lid was unsuccessful since none 
of the bids met the formal requirements of the invitation. 

Therefore the SPA offers again all shares of Dorottya Lid through an open 
tender. The only property of this corporation is the so called "Gerbaud 
Building - . 

Starting at April 15, 1993 the applicants may get a draft purchase contract 
for the sale of Dorottya Ltd’s shares at the Tender Office of the SPA if they 
sign a confidentiality statement 

Bids should be submitted in three examples in sealed envelopes, not 
bearing a letterhead, with a clear indication "Gerbaud Building”, to the 
SPA's Registration Office (Budapest, 1133. Pozsonyi ut 56), before May 
12, 1993. 

Offers shall contain: 

purchase price (in figures and in letters) with the indication of the 
terms of payment; 

plans for the utilization of the "Gerbaud building"; 
introduction of the applicant; 

the draft saies contract for the shares, approved and signed by the 
applicant 

The applicant should undertake a 60 day obligation regarding the offer. 

The tenders will be opened at the SPA at 4 p.m. on May 12,1 993. 

Before May 13, 1993 the applicant should present a bank guarantee 
regarding the deposit of retention money in the amount of HUF 

70.000. 000 or they should deposit this amount, as retention money, on the 
SPA's account held by the National Bank of Hungary. The SPA wifi accept 
a guarantee issued by a first rate bank verifying the existence of the HUF 

70.000. 0 00 and the fact that this amount was deposited as retention 
money for the purchase of Dorottya Lid's shares. 

May 13 is the starting day of the second round of the tender when the 
applicants may correct their proposals. The tenders will be closed 
presumably on May 19, 1993. The following day all participants, but the 
winner, will get back the bank guarantee or the deposited money. 

Bids submitted for the first tender will participate in this tender if the 
applicant does not submit a new proposal. 

For further information please contact* 

State Property Agency 
Tender Office 
Phone: (361) 269-8600 
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Concerts 

Song-bird 

of more 
decibels 

Song-birds m the world or 
JP«a smg oat wftft more deci- 
bels than they used to. Jane 
Anderson, arguably the lead- 
ing soprano In the be! canto 
repertoire at the moment, gave 
a at toe Wlgmore Hall 
on Saturday and the hall's fine 
acoustics showed us how big 
this voice really is - surely 
several sizes larger than sing- 
ers would have been in the 
early 19th century. 

She began, predictably 
enough, with Bellini and Ros- 
sini, her known strength. The 
second Bellini song, “La ricor- 
d “«a H . is a different working 
of the ideas from the tnaiq aria 
of f Puritani, in which June 
Anderson had soch a success 
at Covent Garden last year. 
Her shining soprano, with its 
106-watt brightness. Is beard 
to its best effect in this sort of 
music and the phrasing was 
simpler, more effective, than 
she often wmfcpg it. 

The only drawback in hear- 
ing this singer in recital is 
that she finds it difficult to 
torn down the brilliance over 
the coarse of an evening. The 
ears start to tire of the con- 
stant gleam in the sound, as 
the eyes might looking into a 
strong light. Liszt’s “Die Lore- 
lei” talks of the glow of the 
evening sunshine. Do pair's 
“Au pays ou se fait la guerre" 
of the pale moonlight. Bat 
here the voice was always at 
the height of its midday radi- 
ance. 

From the items mentioned 
so far, it will be clear that this 
was not a conventional song- 
bird’s programme. In fact, the 
evening was very well planned 
- a Spanish group to close the 
first half with a flourish, 
French and American songs 
for contrasting moods after 
the interval. The accompanist, 
Charles Spencer, gave his 
singer the freedom that she 
needed. 

For all that, in every item it 
was the voice that mattered 
most In Ned Borem's “Ferry 
me across the water" the last 
note hong suspended in the air 
for what seemed an eternity, a 
beautiful, pure stream of 
sound that flowed on and on 
without any change or degra- 
dation in quality to be 
detected. 

On Wednesday the Purcell 
Boom continued with its Song 
Recital Series, a welcome 
enterprise which still has 
some way to go before it rivals 
the Wigmore Hall’s long-estab- 
lished reputation for excel- 
lence in this area. The singer 
was the mezzo-soprano Fiona 
Kimm. unfortunately in the 
last stages of a cold, which pat 
a dampener on the evening. 
Nevertheless, there was some 
life in it left, because Miss 
Kimm had pat together an 
adventurous second half. 

Berio’s Four Canzoal Popu- 
lar! opened with a mix of folk 
simplicity and Italianate virtu- 
osity (accompaniments played 
by Andrew Ball). Anthony 
Payne’s Adlestrop set Edward 
Thomas’s poetry to a free 
vocal line underpinned by Jan- 
dtek-tike motifs. John Cage's 
“The Wonderftil Widow of 
Eighteen Springs" replied with 
James Joyce snug to a chant- 
like theme, while the pianist 
taps oat the accompaniment 
on the dosed lid of toe piano. 
Then Jerome Kern and Cote 
Porter to finish. Adventure 
rewarded. 

Richard Fairraan 


A conversion to sculpture 

Colin Amery visits the new Henry Moore Institute in Leeds 


On Thursday the Henry Moore 
institute opens in 1/4 The 
opening event is an important 
occasion for two reasons. 
Firstly, the new institute is the 
headquarters of the Henry 
Moore Sculpture Trust, which 
has the exciting remit to 
encourage the appreciation of 
sculpture of all periods; 

secondly, the inaugu ratio n will 

unveil to toe public an intrigu- 
ing and original new building 
by the architects Jeremy Dixon 
and Edward Jones. 

“New building** is not quite 
an accurate description of the 
centre, which is a conversion 
of three 19th-century wool mer- 
chants’ office buildings at the 
end of Cookridge Street, next 
door to the Leeds City Art Gal- 
lery. Leeds has some marvel- 
lous architectural set pieces 
from the last century, espe- 
cially the proud, bombastic 
Town Hall by Cuthbert Broder- 
ick (1858). Its great tower rising 
out of the vast columned base 
is grander than Greenwich and 
redolent of Halicarnassus, 
despite being in toe Co rinthian 
mode. 

Broderick’s oval Corn 
Exchange in Duncan Street is 
also a remarkable structure 
and has been well adapted to 
its new retail uses. The City 
Square demonstrates the pride 
the city tethers of Leeds had in 
their urban improvements, and 
the statuary - particularly the 
equestrian statue of the Black 
Prince and the rows of bronze 
maidens holding their lamps - 
are effective sculptural ele- 
ments in the townscape. 


Sculpture is a growth indus- 
try in Yorkshire, largely 
because of the activities of the 
Henry Moore Foundation. 
Henry Moore was bom in 1898 
in Castleford near Leeds, the 
son of a Yorkshire coal miner. 
He went as a student to the 
Leeds art college after his 
demobilisation in 1919, and 
later to the Royal College of 
Art in London. At the Royal 

College be was to meet Bar- 
bara Hepworth as a fellow stu- 
dent - she had been boro in 
Wakefield and was a scholar 
supported by the West Riding 
County Council Coinciden- 
tally, their joint creative 
careers are both marked this 
year by the opening of this cen- 
tre in Leeds and by the open- 
ing of the Tate Gallery in SL 
Ives, Cornwall, where Hep- 
worth worked. 

AU this Yorkshire creativity 
has come home to roost in 
Leeds, where the Henry Moore 
Foundation has spent £5m on 
the new centre. It has one of 
the very few new galleries in 
Europe designed specifically 
for the display of scalpture. 
Jeremy Dixon and Edward 
Jones are clearly inspired by 
their frequent visits to the US. 
They seem to have absorbed 
that particularly American art 
gallery “feel": in their conver- 
sion, the immaculate, mini- 
mally detailed white rooms 
gently smooths away the past 
of the old houses. It is a feeling 
I like for Its neutrality and 
coolness, which demands great 
care from the architects and 
toe project builders, depending 


as it does on precision. 

The major shock is the 
facade that greets you as you 
arrive on The Headrow. The 
long square from the Town 
Hall to the war memorial is a 
recent creation. Many of toe 
buildings that face onto it were 
not designed with any civic 
presence. The new entrance 
facade of Moore Institute was 
originally the naked cut-off 
gable end of a partly demol- 
ished row of houses. The archi- 
tects' bold decision to make 
this wall the entrance to the 
Institute demanded some 
architectural imagination to 
create a suitably civic facade. 

Not surprisingly they opted 
for a sculptural solution, but of 
the most minimalist kind. The 
architects have designed 
flights of steps mounting up 
towards the shiny blank black 
granite, where an asymmetri- 
cally placed slot marks the nar- 
row entrance. The large black 
wall is totally abstract and 
could as easily represent a 
Yorkshire coalface or an 
ancient Egyptian tomb, ft is to 
my eye reminiscent of the 
great black granite wall that 
forms the Vietnam war memo- 
rial in Washington DC. Or is it 
perhaps inspired by those “vest 
pocket parks" that utilise the 
end-walls of partly demolishe d 
buildings in New York City 
and tom them into walls of 
water? Perhaps it is none of 
these things, but just a sugges- 
tion of a huge block of granite 
awaiting the hand of the sculp- 
tor. It is a radical and unusual 
solution to the planning prob- 


lem. It certainly does not look 
inviting; my feeling is that it 
looks more like a tomb for 
Henry Moore than anything 
else. 

Inside, things are decidedly 
more cheerful. Light breaks 
out In a splendid way in the 
new main sculpture gallery, 
which has one entire wall of 
bronze framed obscured glass. 
The opening exhibition, 
Romanesque Stone Sculpture 
firm Medieval England looks 
very good in this space despite 
the rather heavy-handed, but 
presumably necessary, metal 
mounts and stands. There is an 
opportunity to look at recently 
restored work from York Min- 
ster and Lincoln cathedrals. 
The good level of natural light 
and the total absence of any 
architectural detail make it 
possible for sculpture of all 
periods to be shown here with 
ease. The upper Doors house 
the archive and study centre 
and the top floor has hand- 
some administrative offices 
and a beard room. The whole 

institute is linked to the main 
art gallery by an elegant new 
bridge. 

There is a lot to admire in 
the timber, glass and painted 
plaster Interior of this new 
institute, and pleasure to be 
had in the atmosphere of calm- 
ness and contemplation that 
the architects have success- 
fully created. The black facade 
shows how hard it is to move 
beyond the vacancies of 
abstraction to a convincing 
language for the feces of new 
public buildings. 









Jeremy Dixon and Edward Jones’s black granite facade for the new Institute 


Opera North 


Urban under- class Boheme 


Dramatic talent, step forward 


With the resurgence of tuberculosis 
as a serious threat to health in the 
West the fete of poor consumptive 
operatic heroines is no longer the 
stuff of dewy-eyed romantic legend. 
It is easy to imagine a production of 
La Boh&me set in the present-day - a 
tale of the urban under-class, in 
which any aspirations for the future 
are smothered by a life of poverty 
and decay. 

As it happened, the new produc- 
tion by Opera North did not go that 
far. Phyllida Lloyd, the producer, 
stopped short of bringing the opera 
right up-to-date and stayed (less per- 
suasively?) in the period erf beehive 
hair-dos and teenagers’ motorbikes. 
Marcello, the painter, decorated his 
spartan living space with pop-art 
images of his girlfriend In tile style 
of Andy Warhol- His student friends 
looked a fairly leftish lot, 
who pinned a cartoon of their land- 
lord, marked “ fa scist", up on the 
wall. 

None of this was really controver- . 
sial, as it turned out; more a case of 
good, clean ton. A producer of this 
opera has to make sure that the 
scenes of young people’s horseplay 
have plenty of energy to them, if the 
right contrasts of mood are to be set 
up, and Phyllida Lloyd does so with 
conviction. The scene outride Cafe 
i Momus was great fun: the cafe Itself 
| is a gaudy coffee bar, while the win- 
ter crowds skate past the window on 
an ice rink outside. 

The end of the scene is marked by 
a parade of Father Christmases, 
which adds to the Anglo-Saxon fla- 
vour of the evening. Kerouac's On 
the Road is mentio ned in the pro- 
gramme and Anthony Ward's set- 
tings are duly brashly American, but 
the good manner s and palpably mod- 
est niceness of the leading couple 
make them seem distinctly English. 
(There is no red-blooded Italian feel 
to the production at all, despite the 
opera being sung in the original lan- 


guage.) 

What is important, however, is the 
way that this Mimi and Rodolfo, win 
over one’s sympathy from their first 
scene together. The Canadian 
soprano Jane Leslie MacKenzie was 
a genuinely to uching the sing- 
ing sincere and nicely shaped. Her 
American partner, William Burden, 
proved a very Interesting find, not a 
truly Puccinian Rodolfo, as the voire 
is too small and En glish (Mozart and 
Britten material) in sound, but 
everything he did was tasteftil and 
vocally well produced. 

One really cared about both of 
them. The gaucherie with which 
they embark on 'their affair, ’the ner- 
vous smiles, the awkward wringing 
of the hands, all worked in the most 
cha rming way. They contrasted well, 
too, with Rodolfo's more outgoing 
Wends - Robert Hayward’s forceful 
Marcello and William Dazeley’s 
Schaunard, who brought off his 


return from a fancy-dress party in 
drag with some elan. Juliet Booth 
made a lively, unexaggerated 
Musetta. 

Despite signs of immaturity 
(Rodolfo's sobs at toe end and the 
silent circling of the other charac- 
ters are overdone) the production 
hits its target When Mini enters in 
the last act, deathly pale, and 
lurches forwards to be sick In the 
kitchen sink , a shudder of realism 
goes down the spine. This is real 
verismo - a reminder that such ill- 
nesses are marching out of operatic 
fiction and back into real-life docu- 
mentary. 

Richard Fairman 


Production sponsored by Yorkshire 
Television. Farther performances in 
Leeds until 22 May. then Manches- 
ter, Nottingham. Hull and Sheffield. 



Juliet Booth, Jane Leslie MacKenzie, and William Burden 


The 17th annual Humana Festival of 
New Plays at the Actors Theater of 
Louisville looked and sounded, to its 
credit, more like America than the 
fare of theatres in many of this coun- 
try's major urban centres. Its nine 
playwrights, including four women 
and three writers of colour, took on 
some of contemporary society's most 
pressing issues in productions that 
upheld the high standard of acting 
and design that we have come to 
expect from America's best-known 
new plays festival. Though not all of 
its risks paid off this year, its 
unceasing c ommi tment to producing 
work that pushes the boundaries of 
traditional playwriting keeps the 
Festival vitaL 

Humana’s most conventional play 
tiiis year was also its most success- 
ful: Joan Ackerman’s Stanton's 
Garage, a two-act comedy set in an 
auto repair shop in rural Missouri. It 
is a big, overstuffed sofa of a play: 
too long, but comfortable, packed 
foil of interesting characters and 
witty dialogue. 

Car failure maroons Lee (Priscilla 
Shanks), a successful but uptight 
doctor, at Stanton’s Garage with her 
fiance’s bookish teenage daughter, 
Frannie (Jessica Jory), who is so 
involved in caring for her father that 
she has not developed a life of her 
own. Lee and Frannie never get to 
their destination - needless to say 
the mechanics in the garage have 
never seen a Volvo before - but two 
sweaty midsummer days in Stan- 
ton’s Garage thaw these frosty, 
defensive women. Frannie gets her 
first loss from the garage’s junior 
mechanic, in a charming scene sen- 
sitively played by Jory and Rob Kra- 
mer, and Lee realises that she has 
spent her life defining herself by out- 
ride standards and decides to leave 
Fr annie ’s fa ther . 

Local colour transcends any clichd 
through the actors’ excellent perfor- 
mances, particularly Adale O’Brien 
as the garage's wisecracking recep- 
tionist. In Steven Albrezzi's adept 
production the play’s potentially 


confusing plot lines crack along with 
perfect clarity. Scenic designer Paul 
Owen matches the naturalism of 
Ackerman's writing with a garage 
perfectly observed. 

This year's most talked-about 
offering was Keely and Du, a play 
about abortion by one of the Festi- 
val’s most prolific and mysterious 
writers, Jane Martin. Jane Martin is 
a pseudonym, and it is widely 
believed that “she" is Actors Theater 
Artistic Director Jon Jory, who 
directed Keely and Du. 

Keely and Du is similar in its 
spareness to David Mamet's recent 
two-hander about sexual harass- 
ment, Olearma ; but unlike Mamet, 

Karen Fricker reviews 
the Humana Festival of 
new plays, Louisville 


Martin’s pared-down style does not 
expose the heart of the debate he 
tries to dramatise. The play opens in 
a barely famished cell In which a 
young woman, Keely (Julie Boyd), is 
handcuffed to a bed. Impregnated 
when her former husband raped her, 
Keely was on her way to an abortion 
clinic when she was abducted by a 
radical anti-abortion group- Walter 
(Bob Burrus), the evangelical pastor 
responsible for Keely’s capture, tells 
her that they plan to force her to 
carry the baby to term. Supervising 
Keely is an elderly woman, Du 
(Anne Pitoniak), whose growing 
fondness for the younger woman 
leads her to deviate from her orders. 

Keely and Du is so well-plotted and 
the Humana production so tightly 
directed and intently played that its 
build up is inexorable and gripping, 
its denouement at once Inevitable 
and shocking. But Martin’s technical 
writing skills and this strong pro- 
duction cannot make up for Keely 
and Du's failure to talk about what 
it is really talking about: a political 
issue. 


Humana’s presentation of ten-min- 
ute plays this year was almost a 
non-event: one-idea situations the 
writers have tried to stretch, unsuc- 
cessfully, into plays. Deadly Virtues. 
a collaborative creation of its five- 
person ensemble that was adapted 
and directed by Brian Jucha, was 
Humana’s most non-traditional offer- 
ing. Though well-performed, pains- 
takingly choreographed and gor- 
geously produced, this collage of 
movement, song and text came off as 
pretentious and meaningless - the 
kind of thing that gives performance 
art a bad name. . 

Another interesting idea gone 
awry was Shooting Simone, Lynne 
Ka ufman ’s investigation of the ambi- 
guities in feminist Simone de Beau- 
voir’s relationship with Jean-Paul 
Sartre. Kaufman’s reductive treat- 
ment of her subject matter was 
matched by a shallow production - 
Paul Owen's unimaginative set, 
Lazio Martin's scattershot direction, 
and the actors' brassy performances 
- that played like a bad TV movie. 

Far more exciting were works by 
two talented young writers testing 
the bounds of the traditional narra- 
tive play. Kevin Kling’s Ice Fishing 
Ploy is an intriguing overlay of situ- 
ational comedy, memory play, and 
meditation on mortality. Kling’s con- 
voluted storytelling calls out for a 
clarity of production that ft did not 
receive from Michael Sommers, but 
toe freshness of this writer’s voice is 
indisputable. 

Any disappointment in Jermine’s 
Diary, a jumbled travelogue/memory 
play that was the first of Regina 
Taylor's brace of one-acts billed as 
“Various Small Fires”, was quickly 
eradicated by the second, Waterme- 
lon Kinds. In Novella Nelson’s pro- 
duction, Taylor's hilarious and har- 
rowing reinvention of the family 
drama for contemporary urban 
Black life exploded with imagination 
and verbal dexterity. We should be 
hearing more from Taylor, who is an 
accomplished stage and television 
actress as well as playwright. 
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■ BERLIN 

OPERA/DANCE 

Deutsche Oper Tomorrow: Andreas 
Schmidt accompanied by Rudolf 
Jansen, sings Wintenrebe. inurs: 
choreographies by Christopher 

Bnice and Lindsay Kemp, hi: 
L’ttaJiana in Algeri. Sat Valery ^ 
Panov’s production of Prokofievs 
ballet Cinderella Sun: Fldeto with 
janls Martin and Paul Frey. May 

1: fast night of G6tz Friedrich s new 
Melstereinger production p4i 0249) 
Staatsoper unter den Unoen 
Tomtarow: ballet mixed bill, 
including Balanchine’s Symphony 
In C. Wed and Sat: La fratfata. 
Thurs and Sun: Egon Brschoffs 
production of Gisete. Fn: 
fl legends Hollander. Next Mon: 
Margaret Price song recital. May 
7: first night of Jonathan 
new production of Capnccto (200 

4762) 

CONCERTS 

PhDhariwxifeTomo^Wed, 

Thure: Ztibin 

Philharmonic OreheshatnMo^rt s 
B major Serenade and Stravinsky^ 
The Rite of Spring. Sun 


(Kammermusiksaai)-. Brahms 

chamber music evening with 
members of BPO and soprano Iris 
Vermillion (2548 8232) 
SchsuspfeBtaus Thure: Sinfbnia 
Varsovfa plays works by Strauss, 
Schumann and Mozart Fri: Nikolai 
Aiexeyev conducts Berlin Radio 
Orchestra in works by Stravtosky, 
Prokofiev and Shostakovich. Sun: 
Berlin Kammersymphonle plays 
Russian programme including 
Schnittke's Concerto for two pianos 
(2090 2156) 

DeutscftfandhaBe Thure: Luciano 
Pavarotti (3038 4444) 

THEATRE 

Theater am KurfOretendamm has 
Sag mir wo die BJumen and, a new 
musical based on the fife of Marlene 
Dietrich, da8y except Mon (300 
600(9. Deutsches Theater repertory 

Indudes a new production of The 

Iceman Cometh, Eugene O’Neill's 
majestic play about pipedreams 
gone sour (2844 1225). SchaubOhne 
has a revival of Andrea Breth’s 
production of Schnttzter’s The 
Lonely Road (890020). Ariel 
Dorfman’s moral thriller Death and 
the Malden can be seen daily at 
Renaissance Theater (312 4202). 
Berlin's annual German-language 

theatre festival runs from May 1 
to 20. This yea's line-up of 12 plays 

indudes Shakespeare productions 

from Weimar and Munich, Ran 
Hochhuth’s controversial play 
Wsssls In Weimar and Thomas 
Langhoffs acclaimed staging of 
Hofmannsthal's The Tower (882 

6563) . , 

• Tickets and information tor 
theatre, revues, concerts and 
nightclub shows avaflabte from City 
Center Theater und Konzertkasse, 
Kurfurstendamm 16 (baf 882 6563 


fax 882 6567) and Theatarkasse 
lm Europa-Centar (tel 261 7051 fax 
261 9286) 

■ NEW YORK 

THEATRE 

• Angels in America: Tony 
Kushneris drama deals with a gay 
couple, a Mormon couple and a 
McCarthyite lawyer as they contend 
with sexual, political and religious 
issues. Directed by George Wolfe. 

In previews, opens April 29 (Walter 
Kerr Theatre, 219 West 48th St, 

239 6200) 

• Thornton WHder trilogy: three 
one-act plays about small-town 
American fife - The Long Christmas 
Dinner, The Happy Journey and 
Pullman Car Hiawatha In previews, 
opens on Wed (Circle In the Square, 
1633 Broadway on 50th St between 
Broadway and Eighth Ave, 239 
6200) 

• The Song of Jacob Ziiu: a 
drama by Tug Yougrau based on 

the true story of a black South 
African caught between love for 
his family and a thirst for freedom. 
Cast includes a cappefia singing 
group Ladysmith Black Mambazo 
(Plymouth Theatre, 236 West 45th 
St, 239 6200) 

• The Sisters Rosensweig: Wendy 
Wasserstein's latest play, a comedy 
with serious undertones, about the 
reunion In London of three American 
Jewish sisters (Ethel Barrymore 
Theatre. 243 West 47th St, 239 
8200) 

• Candida: Shaw’s romantic 
comedy in which a woman must 
decide between her self-confident 
minister husband and a sensitive 
love-sick poet Final week 
(Roundabout Theatre, 1530 


Broadway at 45th St, 869 8400) 

• Putting It Together American 
premiere of a collection of Stephen 
Sondheim’s music, starring Julie 
Andrews. Til May 23 (City Center, 
131 West 55th St, 581 1212) 

• Jelly’s Last Jam: Gregory Hines 
is the consummate leaefing man 

in a musical based on the life and 
times of Jelly RoD Morton, 
self-proclaimed Inventor of Jazz 
(Virginia Theater, 245 West 52nd 
St 239 6200) 

• Pool Moon: a comedy with 
physical humour, chaos and musk:, 
written by and starring David Shiner 
and BUI Irwin (Richard Ftodgers 
Theatre, 226 West 46th St 307 
4100) 

OPERA/DANCE 
State Theater New York City 
Ballet's Spring season opens on 
Thure with a two-week run of 
Sleeping Beauty, followed on May 
4 by the opening gala of an 
eight-week Balanchine celebration. 
Performances are daily except Mon 
(870 5570) 

Metropofitan Opera The final two 
weeks of the season are dominated 
by two Ring cycles, beginning with 
Das Rbeingold tonight and Die 
Walkura tomorrow. Alfredo Kraus 
stars In Lucia di Lammermoor on 
Wed and Sat afternoon, and 
Veronica ViUaroel is Violetta In La 
traviata on Fri (362 6000) 
CONCERTS 

Carnegie Hall Tonight: Hugo Wolff 
conducts St Paul Chamber 
Orchestra in works by Ravel, 
Prokofiev and Beethoven, with vfoBn 
soloist Gil Shaham. Wed: Shura 
Cherkassky piano redtaL Thure: 
Tokyo String Quartet with AHda 
de Larrocha. Fri: Krystian Zimerman 
piano recital- Next Mon: Dmitri 


Hvorostovsky song recital (247 7800) 
Avery Rsfier Halt Thure, Fri 
morning. Sat, next Tues: Leonard 
Siatkin conducts New York 
Philharmonic Orchestr a In world 
premier® of Ramey’s Horn Concerto 
(Philip Myers), plus works by Haydn, 
Copland and Ravel (875 5030) 

Alice Tuiiy Hall Sat Kronos Quartet. 
Sun: Marilyn Home song recital (721 
6500) 

m PARIS 

MUSKVDANCE 

Op6ra Bastffle Tonight, Fri, next 
Mon: Richard Buckley conducts 
Robert Careen’s production of 
Man on Lescaut, wife Miriam Gaud 
and Vasfie Moidoveanu. Tomorrow, 
Thure, Sat and next Tues: 
Friedemann Layer conducts Bob 
Wilson’s production of Die 
Zauberfldte, with David Rendall and 
Cynthia Haymon (4473 1300) 

Palais Gamier Tomorrow, Wed, 
Thurs. Fri: L'Esquisse, the 
Angers-based contemporary dance 
company of Joefie Bouvier and 
R£gis ObaxSa, presents Pleln Soldi, 
music by Louis Wtnsbeig Jazz 
Quartet, costumes by Mole-Cedie 
WinUng. AprS 28: first of six 
performances of Opfrra Ballet’s 
Homage to Balanchine (4742 5371) 
Thdfttre des Champs-Bysdes 

Tomorrow; June Anderson song 
recital Wed: Teresa Berganza. Fri: 
Jean-Ciaude Casadesus conducts 
Orchestra National de Lille in a 
Cocteau double bill, with Fran poise 
PoBet in La Voix humalne. Sun 
morning: soloists of Vienna Chamber 
Orchestra play string sextets by 
Boccherini and Brahms (4720 3637} 
Salle Pleyel Wed, Thurs, Fri: Pierre 
Boulez conducts Orchestra de Parts 


in the Prelude to Act one of Parsifal, 
Mahler's Kindertotenlleder (Waftraud 
Meier) and Schoenberg’s Petoas 
et M6fisande. Next Mon: Marak 
Janowskl conducts first Paris 
performance of Strauss’ Die 
Aegyptische Helena, with Anna 
Tomowa-Sintow in the title rote 
(4563 0796) 

Chfltetet Thurs: Charles Dutoit 
conducts Orchestra National de 
France In Brahms' Violin Concerto 
(Itzhak Perlman) and Fast 
Symphony. Fri: Dutoit conducts 

fast of four performances of 
Stephans Braunschweig's new 
staging of Bartok’s Bluebeard, with 
Csaba Airizier and Eva Marten (4028 
2840) 

Lionel Hampton Jazz Club New 
York-based singer JJ. Victoria and 
her group begin a two- week 
residency tonight Daily except Sim 
tffl May 5, music from 22.30 (Hotel 
Meridian Paris Etoile, 81 Boulevard 
Gouvion St Cyr, tel 4068 3042) 
THEATRE 

• L’Homme qui: Peter Brook’s 
latest theatre piece, based on 
neurologist Oliver Sacks’ book The 
man who thought his wife was a 
hat. Daily except Sun and Mon 
(Booties du No/d 4607 3450) 

• John Gabriel Borkman: Luc 
Bondy’a staging of foe Ibsen play. 
Daily except Mon W May 12 
(Th&ltre national de I’Odi&on 4441 
3636) 

• Le Faiseur (The Doefl: a Balzac 
rarity offering a comic view of 
humanity, directed by Jean-Paul 
Roussillon. Next performances April 
20, 22, 25, 26. 28, 30 (Comedie 
Franpaise 4015 0015) 

• A recorded telephone guide 
to Paris entertainments is available 
in English by (flailing 4720 8898 


European Cable and 
Satellite Business TV 
(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday Super Channel: 
West of Moscow 1230. 
Super Channel: Financial 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 
Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Super Channel: 
Financial Times Reports 
0930 

Sky News: West ol 
Moscow 1130; 2230 
Sunday Super Channel: 
West of Moscow 1830 
Super Channel: Financial 
Times Reports 1900 
Sky News: West of 
Moscow 0230; 0530 
Sky News: Financial Times 
Reports 1330; 2030 

Arts Guide 

Monday: Berlin, New York 
and Paris. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland, 
Chicago, Washington. 
Wednesday: France, Ger- 
many. Scandanavia. 
Thursday: Italy, Spain. 
Athens, London, Prague. 
Friday: Exhibitions Guide. 
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Samuel Brittan 


Maverick poses an 
interesting question 


j THERE HAVE 
W been several 
attempts to 
& provide British 
M chancellors 
m with indepen- 
^ dent outside 
advice. Nigel 
j m Lawson bad a 
Group of Inde- 
pendent Economic Advisers 
(soon christened "Gooies"). 
This had the advantage that it 
discussed a wide range of eeo- 
nomic questions and did not 
confine itself to forecasts. Its 
disadvantage was that its pro- 
ceedings were oral and that no 
record was available to mem- 
bers. 

Norman Lamont’s Panel of 
Independent Forecasters has 
the advantage that its mem- 
bers submit papers which are 
published in a convenient vol- 
ume. Its disadvantage is that 
the chancellor has tried to con- 
fine it to forecasts, a much 
overrated activity. 

There is, however, a chance 
that the Lamont panel will 
turn out to be more interesting 
than either the chancellor or 
the oEficial Treasury intended. 
This is because of its three 
maverick members - in alpha- 
betical order. Tim Congdon, 
Patrick Afinford. and Wynne 
Godley - who show no inten- 
tion of confining themselves to 
a series of numerical guesses 
about GDP a few quarters 
ahead. 

Indeed Congdon has just 
made a strong attack on the 
present fashion of simply 
looking for predictive indica- 
tors and has insisted on under- 
standing the forces behind eco- 
nomic changes in a paper in 
the April issue of the Gerrard 
& National Economic Review. 
He is concerned to argue that 
excessive or deficient money 
balances are the causes of 
changes in the national income 
and not merely an advance 
warning. 

But is not this what all 
monetarists believe? Appar- 
ently not. For Congdon's main 
argument is not with the 
orthodox panellists, but with 
fellow monetarists such as 
Minford who discuss the 
money supply mainly as an 
indicator of present or future 
activity. Indeed they have little 


option. For Minford ‘s favoured account 
indicator has been “MO", which Treasur; 
is mainly notes and coins and ing rant 
which no one in the British as clear 
debate has claimed is an actual thing w; 
cause of changes in activity or Some 
prices. looming 

Although l have some sym- toring i 
patby for Minford on another discemii 
issue - the supply side changes that it 
since 1979 - Congdon seems to what is 
me more nearly right on the they ait 
monetary side. For if you can economi 
identify’ some of the causal pro- place is 
cesses you are much more than thi 
likely to understand the econ- green at 
omy and to avoid policy mis- the gove 
takes than if you simply go by On th 
the economic tea leaves. advocate 

None of this means that any geting 
school of monetarists has at recovery 
last found a key to securing turn inh 
stability at low inflation. Cong- the year 
don's own greatest triumph Congd 
was his diagnosis of inflation- to avoid 
ary overheating in the mid- reminds 
L9S0s - when neither Minford- interest 
type monetarists nor the offi- est-bear 
cial Treasury could see cause attract 
for concern. hold . . 

Unfortunately, however, a be able 
detail of definition played a for a fi 
crucial element in Congdon’s money g 
predictive success. His diagno- One ca 
sis was made in terms of £M3, "evenfcu 
which had been the target money g 
aggregate for wetl over a to sustai 
decade. But this aggregate was money ] 
becoming more and more thing thi 
unsuitable as it omitted for It wouii 
instance building society occur if 
deposits which were becoming ness bon 
an increasingly important part eminent 
of the money supply, as Cong- knock o 
don himself came to recognise, interest 
The broader aggregate. M«l. monetari 
which takes these into ity quite 

UK monetary growth 

% change or? previous year (seasonally adjusted) 

30 - , ....... 


account, and for which the 
Treasury now has a monitor- 
ing range, did not give nearly 
as clear cut a sign that some- 
thing was wrong. 

Some kind of test is now 
looming. MO is above its moni- 
toring range. What its roost 
discerning supporters claim is 
that it is a good indicator of 
what is already happening. If 
they are right the turn-up in 
economic activity now taking 
place is much more vigorous 
than the modest sprouting of 
green shoots which is all that 
the government claims. 

On the other hand, if the 
advocates of broad money tar- 
geting are right, whatever 
recovery is now happening will 
turn into dust and ashes before 
the year is out. 

Congdon is. however, careful 
to avoid saying just this. He 
reminds us that “the drop in 
interest rates has made inter- 
est-bearing deposits a less 
attractive asset to 
hold . . . this behaviour may 
be able to stimulate demand 
for a few quarters even if 
money growth is modest". 

One can agree with him that 
“eventually” faster broad 
money growth will be required 
to sustain recovery. But broad 
money growth is not some- 
thing that either just happens. 
It would be most likely to 
occur if there is a rise in busi- 
ness borrowing which the gov- 
ernment does not need to 
knock on the head by high 
interest rates. So no school of 
monetarists has got the causal- 
ity quite right. 
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I n the depressed world of 
Nordic banking a little 
good news goes a long 
way. So the reduced losses 
for 1992 reported by Norway's 
commercial banks were 
warmly greeted hv the coun- 
try's central bank as an indica- 
tion that the sector's five-year 
crisis might he drawing to an 
end. 

But with similar optimism 
lacking in either Finland or 
Sweden, it is still too early to 
call the turn in the wider bank- 
ing crisis which has ravaged 
the region. 

The sector's difficulties are a 
result of financial deregulation 
throughout the region during 
of the late 1980s and the deep 
recession which followed it. 

; Norway's banks were the first 
1 to feel the pain, and may be 
| the first to recover, although 
they are still a long way from a 
i sustained level of profitability. 

Banks in Sweden and Finland, 

: meanwhile, have just reported 
I their worst-ever results, and 
with both countries still in 
deep recession, there is little to 
suggest that the 1993 figures 
will be much better. The lead- 
ing banks in neighbouring 
Denmark have also reported 
heavy losses for 1992. 

The Danish banks, though, 
are better capitalised than 
those in other Nordic coun- 
tries, and are likely to survive 
the crisis without state assis- 
tance. That is not the case in 
the other three countries, 
where governments have been 
forced to intervene to maintain 
domestic and foreign confi- 
dence in their financial 
systems and to ensure their 
banks continue to meet inter- 
national capital adequacy 
requirements. 

Huge sums of taxpayers’ 
money have already’ been 
invested, with Sweden provid- 
ing SKTO7.5bn (Eo.SSbn) in sup- 
port, Finland FMSSbn 
(£4.43bn), and Norway 
NKr27bn <£2.57bn). Further 
substantial injections of gov- 
ernment hinds are likely as the 
process of restructuring and 
winding down problem loans 
continues. This is certain to 
put further strain on state 
finances at a time when budget 
deficits in Sweden. Finland and 
Norway are swelling in face of 
rising unemployment and fall- 
ing tax revenues. 

At the heart of the crisis is 
the financial deregulation of 
1980s, which included the 
relaxation of foreign exchange 
restrictions and a Lifting of offi- 
cial guidelines on lending. The 
subsequent credit expansion 
was further fuelled by advanta- 
geous tax rules for borrowers 
and a scramble for new busi- 
ness. But banks found them- 








Sun System s 


SooSystems accounting software is widely regarded as fee most advaaced accounting software available anywhere ia the world, hi an 
increasingly complex and competitive business eayiraamenttap corporatioosaad major organisations are tenting to SnaSystams. 

la use in over 7,080 sites ie 14« countries SsnSysteos e turioms to a wide variety of national aeqoUBtioff standards; languages asd 
currencies, making it the standard for many companies ammdtteworfiL The strength of SaaSystems ties fa As proven versatility. The ability ter 
flexible and powerful analysis and reporting capacity, truly open access, to data aad total hardware independence ensures that SoaSystems is 

aMe to meet carrent end fitters business req oi re i mt« i s . j— — — — — - 

Isn’t it time yen tweed to SunSysteam? / NAME 

To fad out more about the worlds best accounting soft- / 
ware simply fill in, or dip your business card to the caopoa. / 

Attemativelf cali us atyoer nearest Systems Uucn office. j 

,, / ADDRESS 

Systems Union Limited, Northampton Lodge, Canonbory Square, / 

lawtofl Ml 2AN. England Tet (0711 35* 3131 Fax: (0711 354 4899. / 

Systems Onron Sail. 25 Boulevard des luifmrs, 7580? Pa*, Franca / 

Tei: (fl 47 42 13 37. Fax: flj 47 42 19 70. / 1 wo “ w tun SunSymwns om FT ivssa 

„ .... . „ / IBM Mid Range D UNIX □ DEC Mini □ PC or Nerworfc □ 

Systems Union GmbH. Max-Ptanck-Slrasse 9, 6383 Friedrichsdorf. f Offices bi London. Parti. Frankfort. rTtaigo-. N«r York. Su Francisco, Toronto. Sydney. 
Germany Tet (06172} 770 81. fine (06172) TZ2 72. / Melbourne, Hone Kant. Anmti around tbe world. 


Northern light at 
the end of tunnel 

Christopher Brown-Humes and Karen Fossli 
on a ray of hope in the Nordic banking crisis 


selves with little protection 
when recession arrived and 
many loans fell into default 

Despite such common fac- 
tors. differences between the 
countries are significant. Nor- 
way’s problems began in 1986 
when oil prices sharply 
declined; Finland's only really 
became apparent in 1991 fol- 
lowing the collapse of trade 
with the former Soviet Union; 
Sweden, where the crisis only 
fully materialised in 1992, has 
been hit most heavily by- 
plunging real estate values. 

Last year was the worst so 
far, with total write-offs of 
problem loans across the Nor- 
dic hanking sector amounting 
to more than SKrlOQbn. Swe- 
den was the most severely hit 
with credit losses of SKiTObn, 
followed by Finland with 
nearly SKr30bD. Norway’s 
credit losses were halved last 
year, from NKrlTbn in 1991 to 
NKr8.7 last year, largely 
be cause its problems began 
and were addressed earlier. 

Such figures explain why 
governments have felt com- 
peDed to intervene. Failure to 
act would have brought the 
risk of a domestic credit 
crunch and shaken interna- 
tional confidence in their 
financial systems. 

The result of the capital 
injections is that Christiania 
Bank and Fokus Bank, two of 
Norway's top three banks, are 
now 100 per cent state-owned 
while 70 per cent of the biggest 
bank. Den Norske Bank, is con- 
trolled by the government. 
Two of the five biggest banks 
in Sweden are fully in state 
hands, while the country's 
most prestigious bank. Skan- 
dinaviska F.nskilda Banken. is 
negotiating a support package. 
In Finland, the two savings 
banks groups. Skopbank and 
Savings Baltic of Finland, have 
been taken over by the state. 

Relations between the banks 
and their new public-sector 
owners are proving tricky, par- 
ticularly in those countries 
where governments otherwise 
committed to privatisation, zs 
in Sweden and Finland, have 
been forced to extend state 
ownership. 

“We want to reprivatise the 


Nordic banking blues 


r—i Sweden 


19S2 oprattng reauTte 

SE Banken 

Nortfoanken 

Handelsbanken 


Norway 

19918 qpaiagng rasutta 
Dan Norsks Bank 
Christiania Bank 
Fokus 


p rofits -tos*»a) 

| SKrbn \ 

-SL37 

-l&OO 

~as4 


±i 


Finland 


1998 operating results 
Kansaffis-Osahe-Parido 

Unitas . 

Skopbank 


banks but to what degree and 
at what speed, it is far too 
early to say,” says the Norwe- 
gian finance minister Mr 
Sigqjom Johnsen. 

The rescues have been com- 
plicated by what are often con- 
flicting objectives; getting the 
best value for the taxpayer. 
maintaining a level playing 
field within the sector and 
minimising state involvement. 

At the heart of the 
banking crisis is 
financial 

deregulation over 
the past decade 

A good illustration of the 
dilemma is provided by the 
current talks between SE 
Banken and the Swedish gov- 
ernment. The finance ministry 
expects the bank to do as much 
as possible to solve its own 
problems by raising capital 
from private sources. But the 
h*nb believes that before it can 
attract private capital the pub- 
lic support it can expect to 
receive must be quantified. 


There is little doubt that pri- 
vate share capital will be 
required to get Nordic banks 
back on their feet. But inves- 
tors will be wary of ploughing 
more money into institutions 
which have already cost them 
a great deal and where divi- 
dend prospects are uncertain. 
None of the leading banks paid 
a dividend on their ordinary 
shares in 1992. 

The alternative to raising 
new capital is simply to slash 
lending activities, but that 
would mean cutting back on 
loans at the very time when 
fresh financing is needed to 
support economic recovery. 

The prospect of raising pri- 
vate capital is not entirely 
gloomy, however. Kansallis-O- 
sake-Pankki, Finland's leading 
commercial bank, has been tbe 
first of the big banks in the 
region to launch a share issue, 
and its current FM930m offer 
has been well received. 

Recovery could also be 
assisted by rationalisation and 
mergers. In Norway, restruct- 
uring is already underway, 
with the merger of Bergen 
Bank 3nd Den norske Credit- 
bank. It is likely to gain 


momentum as the most unprof- 
itable portions of the Banks 
business - such as property 
portfolios - continue to be 
hived off and the process, of 
returning banks to the private 

sector begins. . 

In Finland a merger between 
KOP and the savings banks 
groups is currently being con- 
sidered. Norway has commis- 
sioned the UK-based consul- 
tancy firm. Davis international 
Banking Consultants, to took 
at its banking problems, ana 
expects recommendations trial 
will form the basis of a 

restructuring programme to be 
presented to parliament in 
mid -May. 

However, sustained recovery 
in the banking sector largely 
hinges on broader economic 
recovery. The worst may be 
over in’ some sectors of the 
economy, but unemployment is 
rising. Joblessness in Norway, 
at 8.7 per cant, is at its highest 
level since the second world 
war high, while in Finland 
more than 18 per cent of tbe 
workforce is out of work. In 
Sweden, official unemployment 
stands at 7 per cent, but tbe 
figure would be much greater 
if those in training schemes 
were included. 

With so many people out of 
work, many are having diffi- 
culties repaying loans. The cor- 
porate sector, meanwhile, is 
squeezed by low demand and 
real interest rates that remain 
high- In Sweden the central 
bank's marginal interest rate is 
being held at 9.75 per cent to 
squeeze inflation and protect 
the value of the krona. But the 
Finnish central bank reduce! 
its base rate to 7.5 per cent in 
February, while in Norway the 
central bank this year has 
gradually eased its official rate 
to 8.5 per cent 

Most analysts believe the 
leading banks in Sweden and 
Finland face at least two more 
years of heavy write-offs of 
problem loans, although recov- 
ery may come more Quickly in 
Norway. “1933 will be a bettor 
year for the Norwegian banks, 
but the problems in Swedish 
and Finnish banks started 
later, so tbe real recovery will 
not be evident as early,” said 
Mr Torstein Joerstad, a bond 
credit analyst at UBS Limited 
in London. Of the big Swedish 
banks, Handelsbanken is an 
exception and it may return to 
profit as early as this year. 

Yet eves if the Nordic hank- 
ing sector rebounds during this 
year and next, the region's 
financial problems will not be 
resolved soon. The task of 
rebuilding financial strength, 
restructuring and winding- 
down problem credits is likely 
to last into the next centurv. 
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From Mr Ansel Harris. 

Sir, The £i.5bu Training and 
Enterprise Councils initiative 
was launched in the UK on 
March 10 1989 - coincidentally 
Comic Relief day. For many in 
the private sector involved in 
some of the earlier initiatives 
such as the Small Firms Ser- 
vice. Enterprise Agencies, 
Business in the Community, 
the Business and Education 
Initiative, the Training Com- 
mission, the Manpower Ser- 
vices commission, and Pickup 


Trade route 

through 

Turkey 

From Mr Ahmet Ersoy. 

Sir, Mr Steve LeVine is not 
entirely accurate when he says 
that Armenia's efforts to find a 
trade route through Turkey 
have been hampered by that 
country's long enmity with | 
Armenia (“Armenia battles cm 
two fronts,” April 7). 

In feet a certain amount of 
trade from the Caucasus and 
central Asia has already 
reached the outside world 
through the Turkish Black Sea 
port of Trabzon. Since Armenia 
declared its independence 
nearly two years ago, Turkey 
has worked hard at building up 
good relations with this 
country. 

This involved a good deal of 
pragmatism, not least since it 
is only few years since Arme- 
nian terrorists gunned down 
more than 40 Turkish diplo- 
mats, membas of their fami- 
lies, and staff in cold blood in 
cities across the world. Some of 
the Armenian leadership have 
welcomed Turkey's attitude. 

Turkey watches with con- 
cern tbe Armenian attacks 
which first initiated in 
Nagorny Karabagh and later 
escalated in other parts of 
Azberbaijani territories, and 
wishes that the killings and 
the bloodshed are immediately 
stopped. 

In spite of this, it is hard to 
find anyone in Ankara who 
does not believe that there is 
much more to be gained by 
co-operation, including trade, 
with Armenia. 

Ahmet Ersoy, 
press counsellor, 

Turkish Embassy, 

43 Belgrade Square. 

London SWIX SPA 


(Professional. Industrial and 
Commercial Updating Pro- 
gramme). the Tecs did, indeed, 
promise relief. 

The Tecs were intended to 
rationalise what the then 
chairman of Courtauld’s 
described as “the great variety 
of initiatives now around”. 
Many of us involved in them 
greeted them with sceptical 
optimism- At least an umbrella 
organisation was in place and 
it should be given a chance. 
You yourselves bad doubts. 


And within two years of the 
Tecs going live your own sur- 
vey described “widespread dis- 
satisfaction over the levels of 
government funding”. On Feb- 
ruary’ 28 1992 (Management: 
“Making it a game of skill, not 
of lack”) you reported “a great 
deal of frustration over the 
inability of the Tecs to fulfil 
the valuable role for which 
they were established". 

You now report (“Pilot 'one- 
stop' business advice centres 
chosen", April 15) a further 


umbrella initiative. Five Tecs 
and other bodies “are to carry 
out a £500,000 study part 
funded by the govern- 
ment . .aimed at establishing a 
central London one-stop shop” 
(business advice centre). 

If the costs of these abortive 
initiatives were toted led. the 
EBRD extravagances would 
pale into insignificance. 

Ansel Hams, 

MBA Partners. 

23 Femcroft Avenue. 

London NW3 7PG 


EBRD: a meaningless comparison of estimates 
and the need for broader remit 


From Mr David H Rumley . 

Sir. On reading the article on 
the Bank of European Record 
struction and Development, 
and its London headquarters 
(“The bank that like to say yes 
- to itself”, April 13). I was 
surprised to find a figure 1 had 
given as a general estimate for 
fitting out a city institution 
building was being used as 
part of a detailed article inves- 
tigating a particular project. 

Though i was pleased to see 
reference in the article to the 
estimate containing neither 
furnishings nor mechanical 
and electrical equipment, its 
use as a comparison to the 
very specific criteria of the 
EBRD's headquarters renders 
it totally meaningless. 

When looking at an individ- 
ual case such as the EBRD’s 
headquarters, there is a whole 
range of specific needs that 
should be considered. The 
items generally include secu- 
rity, boardrooms, computer 
and telecommunications facili- 


ties, conference halls, etc, all of 
which add considerably to the 
cost of normal fitting out 
Gleeds has worked on a num- 
ber of projects throughout 
Europe with the EBRD. Its 
very use of such firms as 
Gleeds points to its acknowl- 
edgement of the importance of 
the correct apportionment and 
control of funds. 

David H Rumley, 
senior partner, 
deals. 

chartered quantity surveyors. 
Trinity House. 

Church Road. 

Tunbridge Wells. Kent TNl IJP 

From Mr Roger Manser. 

Sir, The major failing of the 
European Bank for Reconstruc- 
tion and Development In the 
ex-Soviet Union and eastern 
Europe was not discussed In 
your article ("Spending at the 
European Bank”, April 13). It 
relates to the rules, approved 
by its founder governments, 
that 60 per cent of the loans go 


[ to private-sector projects and 
I 40 per cent to the public sector. 

Private sector loans/equity 
investments are in effect only 
being made by the EBRD to 
bankable projects with a sub- 
stantial export component and 
with a western joint venture 
partner. However, western 
investors do not want to invest 
because the risks are too high 
and few east European enter- 
prises have so far been priva- 
tised. In essence there are too 
few good projects to fund. 

To be successful, the bank 
needs to be able to fund 
smaller projects run by state- 
owned enterprises meeting 
local as well as export needs. It 
needs to be pro-active to be 
able to fund feasibility studies 
and then bring in one or sev- 
eral western joint venture part- 
ners to manage and restruc- 
ture the operation. 

Roger Manser, 
editor, . Sulphur. 

31 Mount Pleasant. 

London WC1XQAD 


Open up Keep talent from emigrating 

Prftm Mr Dinr/« Pirhlmm Pm, u. a r. ,, I 


From Mr Charles Piddhom. 

Your report, “ERM does not 
need reform, say central bank- 
ers" (April 13), states: "The 
secretive [EC1 monetary com- 
mittee, which is unlikely to 
publish its analysis and recom- 
mendations, is believed to 
oppose significant changes.” 
Why should it be secretive? 
Why should not its analysis 
and recommendations be pub- 
lished? Are we allowed to 
know tbe names of tbe 1113X13 
who compose the committee? 
Charles Pickthom, 

Manor House, 

Niamey. Nr Frame, 

Somerset BAH 4NJ 


From Mr Amory ffalL 
Sir, Edward Mortimer argues 
persuasively (“Convenient 
cracks in the wall". April 15) 
for an EC “managed immigra- 
tion" policy. But by syphoning 
on those with “the needed 
skills and allowing them to 
come in legally", western 
Europe would be depriving 
eastern Europe and the former 
Soviet Union (FSU) of precisely 
the Individuals - hard-work- 
ing, youthful and skilled - that 
are essential to economic 
regeneration in these regions 
More than 8,000 Russian scien- 
tists have emigrated to New 
York alone in the last two 


years. Multiply that across the 
entire FSU's territory and 
sphere or influence, and it is 
clear that managed immigra- 
tion will degrade even further 
the ability of the ex-communist 
world ever to catch up with the 
west, which will simply feed 
the emigration cycle later on. 
A more powerful case can be 
made for targeting western aid 
to jobs that “anchor” talented 
People from the FSU where 
they can best do good - in 
their home countries. 

Amory Hall, 

Hill and Enowlton, 

420 Lexington Avenue. 

New York. New York 10017 
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Mr Clinton’s 
trade results 


THE WORLD has been waiting 
several, months to discover Mr 
Clinton s trade policy. Now, after 
bis meeting with the Japanese 

““per. “ knows what it 

is. Mr CUnton believes in wanaH 
bade. Many will try to play ty 
dangers down, noting that US 
demands are limited to its trade 
mth Japan. They may even feel 
pleased that Japan is under 
attack. Such complacency would 
prove a mistake. “Results-ori- 
ented trade would not be limited 
to trade with Japan. Nor would its 
ejects be confined to the relation- 
ship between the US and Japan. 
ltapoisim would spread &r wider. 

The president's complaints start 
with Japan's bilateral surplus of 
$49bn (£32bn), which he deems 
“unacceptable". But be is not con- 
cerned with that surplus alone. He 
wants to obtain specific results in 
specific sectors of the economy as 
well But the president is also sup- 
posed to believe in free trade. 
How, one wonders, can someone 
who believes in free trade fail to 
see that bilateral imbalances are a 
natural consequence of multilat- 
eral trade? How can he fail to real- 
ise that a market economy «m 
only generate government-man- 
dated outcomes after it ceases to 
be a market economy. 

If this new approach to trade 
were indeed restricted to Japan, 
many might feel it has much to 
commend ft The Japanese politi- 
cal system needs to be ahakan out 
of its current torpor. The world 
also needs imaginative Japanese 
political leadership. For that mat- 
ter, so does Japan. The Clinton 


demarche will certainly disturb 
Japanese politics. Perhaps it will 
galvanise Japan to a suitably cre- 
ative response. 

Unfortunately for those who feel 

this way, the effects of the envis- 
aged approach are unlikely to be 
restricted to US-Japanese rela- 
tions. One reason is that it would 
impair the integrity of Gatt rules 
and norms. The flgleaf of antid- 
umping covered the naiwxinpgg of 
the semiconductor pact. If the US 
were to act without such cover, 
why should others take these 
rules seriously? Yet another rea- 
son is that the European Commu- 
nity would seek to follow any pre- 
cedent set by the US. Sales would 
then be won by competitive coer- 
cion, not by market competition. 
A final reason is that these "vol- 
untary import expansions”, as 
Professor Jagdish Bhagwati has 
called them, would spread to trade 
with other countries, just as vol- 
untary export restraints started 
with Japanese exports and spread 
to the exports of other countries. 
The ideal of a rules- governed, 
global market economy - the aim 
of half a century of trade diplo- 
macy - would be in min* 

Japan should suggest a powerful 
Gatt mechanism as an alternative 
to managed trade. If this idea does 
not divert the US from its course, 
others must come to Japan's aid. 
They should do so regardless of 
what they feel about Japan, 
because more than its fete is at 
stake. Japan must say "no" to 
import targets. It will need the 
help of other major trading pow- 
ers if it is to make its "no” stick. 


Landing capital 


THE WORLD BANK is being 
usurped. Its reports, while still 
Interesting reading, no longer pro- 
vide the only authoritative judg- 
ment of the performance and pros- 
pects of developing countries. In 
these days of increasingly mobile 
global capital flows, the judg- 
ments of international investors 
are more visible, and more damn- 
ing for those countries that fail to 
make the grade. 

The World Bank’s latest report. 
Global Economic Prospects and 
the Developing Countries, pro- 
vides a fascinating appraisal of 
the recent explosion in private-sec- 
tor financial flows to developing 
countries, both portfolio capital 
and foreign direct investment 
(FDI). The main success story of 
recent years is the emergence of 
Latin America, phoenix-like, from 
the ashes of the commercial bank 
debt crisis of the early 1980s. It 
now has a chance of joining east 
Asia as a second engine of devel- 
oping country growth, with the 
Bank expecting Latin American 
growth to double this decade com- 
pared with the 1980s. 

The combination of debt reduc- 
tion with liberal financial and 
trade policies, some of which 
would put the US and the Euro- 
pean Community to shame, has 
transformed investment opportu- 
nities for global investors in Latin 
America. Flows of portfolio equity 
capital to Latin America have 
grown from $434m (£287m) in 1989 
to 55.6bn in 1992. Mexico, Brazil 
and Argentina, along with China, 
Malaysia and Thailand, are also 
the prime beneficiaries of the 


renewed flow of foreign direct 
investment to developing coun- 
tries. This has risen by 50 per cent 
since 1990 and now accounts for 
over a fifth of global FDL com- 
pared with 12 per cent in 1887. 

Greater exposure to interna- 
tional capital flows brings costs 
too. Changes in the world econ- 
omy, or in the judgment of inves- 
tors about domestic policies, can 
have devastating effects on eco- 
nomic management .for countries 
dependant on short-term portfolio 
capital These judgments are also 
a feet of developed country life, as 
the British government can tes- 
tify. It is better to respond to mar- 
ket fears about the dangers of an 
overvalued real exchange rate or a 
fiscal crisis than wait for the dam- 
age to be done. 

The answer cannot be autarky. 
For, as the Bank points out, the 
alternative to fi n ancial Integration 
is not self-sufficiency but capital 
flight Much of the new capital 
Inflow into Latin America is, in 
fact, the return of capital that had 
taken wing when domestic pros- 
pects looked particularly bleak. 

By contrast, sub-Saharan Africa 
is stiff trapped in the vicious circle 
of heavy external debts, external 
non-viability and domestic eco- 
nomic decline. The Bank esti- 
mates that the stock of flight capi- 
tal from sub-Saharan Africa is a 
staggering 80 per cent of gross 
domestic product Only a package 
of debt reduction and radical 
domestic reform can revive pros- 
pects of these unhappy countries. 
One of the World Bank's prime 
tasks remains unfulfilled. 


The centre holds 


THE FUNERAL today of Mr Chris 
Haul, the assassinated African 
National Congress leader, is as 
momentous an event as any in the 
country's history. When Mr Nel- 
son Mandela walked to freedom, 
millions of black South Africans 
welcomed an icon who had come 
to life. Three violent years later, 
they are mourning a man they see 
as a martyr, and celebrati on ha s 
turned to frustration and bitter- 
ness, anger and sorrow. 

These are times fraught with 
danger extremists have drawn 
blood, black township youth are 
impatient for change, and the 
ANC’s mass action campaign to 
press for early elections will inevi- 
tably raise the temperature. So 
far however, the political centre 
holds. 

There have been 28 politically 

related since the assassina- 
tion. It is 28 deaths too many. 

well below the weekly average so 
far this year. Last Thursdays 
tragedy in Soweto, when four 
demonstrators were killed and 
hundreds injured after P°“ c ® 
opened fire, illustrated again that 
the security forces’ first in stinc t is 
to shoot, often without provoca- 
tion. , „ 

But on a day when more tnan 
un protesters took to the streets, 
tragedy could have become catas- 
trophe were it not for the march- 
era 1 restraint, the presence of ANC 
marshalls, and the moderating 
role of the country’s political lead, 

Mandela has been at his 
best, striking the right note m a 
television address to the nation 


last Wednesday as important for 
its symbolism as its substance. It 
not only confirmed his elder 
statesman status that, for a while 
at least, transcended his party loy- 
alty It was recognition of the real- 
ity that underlies the negotiating, 
process: white South Africa can no 
longer govern on its own. 

For his part. President FW de 
Klerk has been treading a tight- 
rope, resisting calls for a crack- 
down aw** countrywide state of 
emergency from the right, but 
reinforcing security where needed. 
And Chief Mangosnthu Buthelezi, 
leader of the Inkatha Freedom 
Party, accompanied his tribute to 
Mr Hani with an appeal for calm. 

What above all may have kept 
black anger in check, however, is 
the progress apparently made at 
the negotiating table. The expecta- 
tion that the talks, due to resume 
soon, will set a date for elections 
was a vital safety valve. 

Optimism may be misplaced, for 
key issues - control of the secu- 
rity forces during the extended 
transition; how executive power Is 
to be shared in the envisaged 
coalition - have yet to be 
resolved. Additionally, Chief 
Buthelezi, who seeks what 
amounts to autonomy for Natal, 
has not been accommodated. 

It is well nigh inevitable that 
there will be further strains on 
stability, whether assass i nations 
or political violence. But unless 
the next round of talks produce 
tangible progress, there win be no 
safety valve. The real test of South 
Africa’s centre may be yet to 
come. 


S uch is the nature of Mid- 
dle East politics that the 
closer Israel gets to ach- 
ieving most of what it has 
sought since indepen- 
dence, the less appealing is the 
prospect of having to pay the politi- 
cal price. 

The extent to which its Arab 
neighbours, for four decades impla- 
cable enemies, have become suppli- 
cants has never been more obvious. 
Their refusal to resume negotia- 
tions with Israel In Washington as 
requested by the US, cannot dis- 
guise the feet that eventually, prob- 
ably within a few days, they will be 
back at the table. 

Four months of protests and 
appeals to the international commu- 
nity over the mass deportation by 
Israel of Palestinians from the occu- 
pied West Bank and Gaza, and 
warnings that the process could be 
close to collapse, has achieved little. 
Just how little was emphasised yes- 
terday by Israel’s retnsal to con- 
sider doing anything more to make 
it easier for the Arab delegations to 
continue negotiations. 

No country is more anxious to 
resume than Syria, so recently the 
main standard-bearer of anti-Israel 
rhetoric, and all are propelled by 
the same reluctant acceptance that 
the gains needed to lwlster their 
own domestic political credibility 
will only come through negotiation. 

Yet the sombre mood in Jerusa- 
lem appears to recognise little of 
this. Eighteen months into the 
peace process, the question that will 
increasingly have to be addressed is 
whether the Israeli electorate feels 
the need to pay any sizeable price 
for a formal peace. Or, put another 
way, whether an Israeli government 
feels it can ask that price and still 
be confident of surviving. 

The doubts have been fostered in 
part by the widespread public disil- 
lusionment with Mr Yitzhak Rabin, 
the Israeli prime minister. He won 
last summer’s general election on 
the daal pledge, appealing to both 
hawks and doves, that he would 
deliver peace and security. So far, 
he has done neither. 

Worse than that, by seeking to 
fulfil his pledge to crush Arab defi- 
ance in the occupied territories, Mr 
Rabin may have set back the pros- 
pects of reaching an agreement 
with more moderate Palestinians, 
enhanced the status of namac and 
Islamic Jihad, the two factions 
opposed to the entire process, and 
contributed to the sense of insecu- 
rity within Israel itself. 

Nothing has done more to 
heighten this than tbe wave of ran- 
dom stabbings in Israel carried out 
by individual Arabs, acting for the 
most part without apparent political 
direction. The attacks appear to 
spring from tbe same well of frus- 
tration that has marked the relent- 
less decline of the Gaza Strip into 
impoverished semi-anarchy. 


Israel’s cautious approach to Middle East talks could 
strengthen the hand of extremists, says Roger Matthews 

Doubts about the 
price of peace 



-V. ' 








Four months of Arab protest have proved largely fruitless, while Yitzhak Rabin, right. Inspires only disillusion 



More Israelis have officially been 
encouraged to carry guns, more 
Jewish settlers in the occupied ter- 
ritories have extracted their own 
revenge, and the government has 
now imposed an indefinite ban on 
most Palestinians entering Israel 
proper, thereby cutting them off 
from their work and worsening eco- 
nomic conditions in the territories. 

At the same time, Mr Rabin and 
his colleagues insist that the best 
way to break the cycle of violence is 
by Improving living conditions in 
the West Bank and Gaza and by 
negotiating a peace agreement But 
even if the public folly accepted the 
argument, it would not lessen the 
demand that security has to be the 
first priority. And Mr Rabin has to 
assume that the more he gives at 
the negotiating table, the more 
vociferous his domestic opponents 
will become and the more violent 
extremist Arabs will be in their 
efforts to derail the entire process. 

How courageous Mr Rabin will be 
in attempting to break out of this 
dil emma should become clear in the 
next few weeks. For the first time 


since the the opening conference in 
October 1991, this next and ninth 
negotiating session will be 
open-ended- President Bill Clinton 
has also promised that the US will 
be a "frill partner” in the process, 
which means that, unlike the previ- 
ous Bush administration, it will 
actively seek to bridge differences 
between the delegations and put 
forward its own proposals. 

N owhere could this 
approach bear fruit 
more quickly than in 
the bilateral Syrian-Is- 
raeli negotiations 
where a substantial degree of 
unders tanding bas already been 
reached. Mr Rabin and his col- 
leagues know that if they agree to a 
full withdrawal from the Golan 
Heights, occupied in 1967, Syria is 
prepared to sign a peace treaty. 

"The issue is now largely techni- 
cal," «dd a senior Egyptian official 
"It is a question of timing, of secu- 
rity arrangements, of agreeing 
what, from a Syrian point of view 
amounts to full withdrawal, and 


from Israel’s position, the content 
and commitment to a full peace. 
But the essence of what Syria is 
offering is thoroughly understood.” 

The Israeli government, however, 
is very for from throwing Its hat 
into the air over an offer which, 
even two years ago, would have 
been greeted with incredulity. A 
generally defensive Mr Rabin 
unde r standab ly wants to delay the 
moment that he stirs the wrath of 
the rightwin g in general and the 
settler community in particular. 

In Mr Binjamin Netanyahu, the 
leader of the opposition Likud, he 
feces an opponent well versed in 
stoking public fears with simplistic 
assertions. Nothing better illus- 
trated Mr Netanyahu’s style than 
his opposition to Mr Rabin's conces- 
sion last week that Mr Falsa] al- 
Husseini, who has been the key 
behind-the-scenes co-ordinator for 
the Palestinians, could become the 
leader of their delegation. 

Mr al-Husseini comes from East 
Jerusalem. According to Mr Netany- 
ahu, merely talking to him indi- 
cated that Israel was willing to con- 


sider handing back the eastern half 
of the holy city, captured by Israel 
in 1967 and subsequently annexed. 
However gross tbe misrepresenta- 
tion of Mr Rabin's intentions, it is 
but a small foretaste of what will 
follow should the prime minister 
move towards a deal on the Golan 
Heights, including the removal of 
nearly 10,000 Jewish settlers. 

Such a move would simulta- 
neously sound alarm bells through- 
out the West Bank and Gaza, where 

well over 100000 Jews have settled, 

and which for Mr Netanyahu and 
the Likud is an essential God-given 
part of IsraeL Not only would the 
settlers and Likud fight concessions 
to the Palestinians which even 
hinted at any eventual loss of con- 
trol, but will hope within three 
years to have captured tbe govern- 
ment. The new electoral system, 
under which the prime minister will 
directly elected, is thought likely to 
favour the younger Mr Netanyahu 
and his polished television s kills. 

It Is another irony of Middle East 
politics that Increasingly Mr Rabin 
is finding an identity of interests 
with Mr Yassir Arafat and the Pal- 
estine Liberation Organisation. 
Labour leaders acknowledge that 
progress in the peace negotiations 
would provide the platform needed 
to win the next election. Mr Arafat 
similarly needs urgently to show 
the benefit of negotiations if he is to 
halt the erosion of support for the 
PLQ in the occupied territories. 

President Clinton and Mr Warren 
Christopher, the secretary of state, 
their plate heaped high with com- 
plex international crises, are ulti- 
mately stuck with the task of mak- 
ing the two sides understand their 
mutual dependence. If neither can 
publicly concede to the other, they 
can separately deliver concessions 
to Mr CUnton as Egypt and Israel 
did for President Carter during the 
Camp David negotiations in 1978. 

Successive US administrations 
have operated on the basis that 
Israel should be reassured and often 
rewarded in advance for offers of 
co-operation in the future. Mr 
Rabin’s election victory was greeted 
by President Bush last August with 
US pledges to guarantee $i0bn 
(£6.6bn) in loans. His meeting with 
Mr Clinton last month brought reas- 
suring political reaffirmation of 
strategic co-operation, and assur- 
ances that the annual $3bn in mili- 
tary and civil aid would continue. 

Mr Clinton announced then that 
he was convinced Mr Rabin was 
ready to take chances for peace. 
However, the interpretation of what 
constitutes political risk may not 
translate well from Washington to 
Jerusalem, and Mr Rabin so far has 
shown little enthusiasm for any- 
thing more than the most narrow 
definition. Until he broadens its 
scope, all parties to the peace pro- 
cess will remain vulnerable to the 
extremists working for its collapse. 


Private functions in public education 


THE UK's private 
sector is being 
asked to help build 
tunnels under the 
Channel, railways 
across London and 
possibly even jails 
and hospitals. It is 
PERSONAL unfortunate, then, 
View that it is being 
made 



is 

to feel 


so 


unwelcome in the sector that needs 
it most - state education. 

There are plenty of good reasons 
for thinking that there is a role for 
government In education. But all 
these reasons lead to the same con- 
clusion - the primary government 
role should be to pay the bills. The 
state need not be in the business of 
running schools or even in 
important educational decisions. 
These are both activities at which 
the authorities - at local and 
national level - have failed to excel, 
and both can perfectly well be 
devolved to private agents. In fash- 
ionable jargon, splitting the func- 
tions of educational purchasing 
from the functions of educational 
provision could improve tbe incen- 
tives of suppliers and improve the 


allocation of resources. 

The key to creating a more priva- 
tised system of education lies in the 
management of capacity. It is deci- 
sions about which schools should 
open, which should expand and 
which should close that need to be 
delegated to mechanisms of the 
marketplace, rather than to the 
might of government The feet that 
J Sainsbury has been able to open 
new stores, and that the Co-Op has 
had to dose them, has at least 
fuelled a process of improvement in 
retailing standards over many 
years. If only the same improve- 
ments in schools were evident over 
that period. 

Unfortunately, if we want capac- 
ity decis i o n s of schools to be made 
on a similar basis to those of super- 
markets the manag ement of capac- 
ity needs to be taken out of tbe 
hands of the authorities. And so 
most the discretionary allocation of 
capital. 

New schools should be allowed to 
open - as long as they can attract a 
licence from educational inspectors 
- and old schools should be allowed 
to expand, without the permission 
of the secretary of state. In either 


case, schools should be allowed to 
use their own capital, or sometimes 
borrow it from the state. If they can 
then attract enough pupils, they 
should be rewarded with an annual 
return large enough to compensate 
their lenders for the cost of capital 
Meanwhile, existing state schools 
should be told to use their assets 
efficiently, and that if they fail to 
educate the number of students for 

The key to creating 
a more privatised 
education system lies 
In the management 
of capacity 

which their capital was designed - 
if they become overendowed with 
capital for their size - they will face 
a penalty in the form of a reduced 
maintenance grant It would not be 
impossible to design practical 
systems of financial control that 
deal wit b tbe undoubted complexi- 
ties of the education sector, while 
nevertheless retaining tbe essential 
underlying mechanisms that ensure 


dynamism in the supermarket 
sector. 

Unfortunately, the 1993 Education 
Bill leaves control of all capital in 
the bands of administration. The 
reason that the Department for 
Education feels such a strong need 
to maintain control of schools’ 
capacity is Its near obsession with 
what it calls surplus places. Quite 
apart from the feet that in a system 
of parental choice, it is Inevitable 
that there have to be surplus places 
(it would otherwise be quite fortu- 
itous if a significant proportion of 
parents could exercise much of a 
choice), the method chosen for deal- 
ing with surplus capacity is hope- 
lessly overcentralised. 

If private promoters were to be 
encouraged into schools, perhaps 
using their own capital, what would 
the state have to pay them? At the 
moment, government annually 
spends about £2,000 a student on 
the running costs involved in teach- 
ing, with some small portion of this 
devoted to capital investment; but 
the state also devotes a stock of 
about £8,000 worth of land, build- 
ings and equipment to each student 
At a 10 per cent rate of return on 


that capital, the true “market price" 
of educational services in the state 
sector Is near £3,000 a head. At that 
rate, private capital may find it 
attractive to enter the market 
Unfortunately, the thrust of John 
Batten's Education Bill is not an 
attempt to replace local education 
authorities with private agents in 
education decision-making, but to 
replace local education authorities 
with John Patten. It is possible that 
the superior administrative skills of 
Mr Patten and his agents will exert 
a beneficial influence on the schools 
system, but it is equally possible 
that his detachment from educa- 
tional realities will undermine it. 
Replacing one set of administrators 
with another set of administrators 
is not as effective as dispensing 
with the administrators altogether. 


Evan Davis 


The author has just published a 
report, “ Schools and the State", 
available from the Social Market 
Foundation , 20 Quem Anne's Cate, 
London SWLR SAA 
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Updating an 
official image 

■ TTie idea of John Major hosting 
regular White House-style televised 
press conferences is rather 
appealing at first sight. 

The nation’s leader could pick 
and choose his questioners, if not 
his questions, confident that the 
nation would hear bis answers 
rather than some biased hack’s 
version of them. 

The need for a change does not 
result solely from prime ministerial 
concern about the bad press he 
has been getting lately. He feels 
that the present “lobby" system 
is outdated and inappropriate for 
a government supposedly camrtrited 
to openness. The question is; how 
can the system be reformed? 

Tbe biggest stumbling block is 
sensitivity over the convention 
that ministers are accountable to 
parliament. MPs do not like hearing 
about important announcements 
being made publicly to newspapers 
or on television before they are 
told. 

The other problem, which might 
not yet have been noticed in 
Downing Street, is that formal 
White House press c o nfe r ences 
appear to be a thing of the past 
under the new administration in 
Washington. 

Indeed it is rather Ironic that 
whilst Bill Clinton can hold his 
own better than most at formal 
press conferences, his media 


advisers are now advocating a 
much more targeted approach to 
getting the presidential message 
across. 

All out 

■ So why has Britain’s Engineering 
Union abandoned its old stomping 
ground of Eastbourne in favour 

of the more bracing atmosphere 
of Llandudno for its annual 
conference this week? 

The official line is that the 
facilities are much better in North 
Wales. But Observer hears that 
the decision to give Eastbourne 
a miss was strengthened by the 
embarrassing antics of the mayor 
of the popular Sussex resort at this 
year's conference of the union's 
women. 

The sisters were celebrating their 
70th such conference, but their 
festive mood turned sour after His 
Worship's opening remarks. 
"Looking at you, I think you must 
have all attended the first such 
conference,” he joked. 

The real thing 

■ Is it true that things really go 
better with Coke? That seems to 
be the assumption of Herb Allen, 
president of Allen & Company, the 
slick New York-based investment 
hank to the entertainment industry. 

Allen has recruited the 
66-year-oid Donald Keough, the 
president of Coca-Cola who retired 
last week after 40 years with the 
world’s famous soft drinks firm. 



’Any friend of the US dollar Is a 
friend of mine' 

to be chairman of Allen & 
Company. 

He joins a cast of executives who 
were previously involved with 
Columbia Pictures, the Hollywood 
studio that Coca-Cola sold to Sony 
in 1388. Last year Coca-Cola hired 
as a media and advertising 
consultant Allen's friend Mike 
Ovite, whose Creative Artists 
Agency is the most Influential 
talent firm in Hollywood. 

Dream time 

■ Things must be looking up at 
Saatchi & Saatchi, the worldwide 
advertising giant The Saatchi 
Brothers are starting to generate 


Big Ideas again. Maurice Saatchi, 
who once toyed with the idea of 
buying Midland Bank for £3bn, 
appears to be getting itchy fingers 
once more. 

Ivan Fallon, the Saatchi’s 
well-connected biographer, reported 
in yesterday’s Sunday Times that 
Maurice wants to buy Express 
Newspapers, the two national 
flagships in Lord Stevens’ United 
Newspapers empire. A price of 
around £2O0m has been mooted 
but this is a fraction of what they 
are worth and there is no sign of 
any backers. 

It sounds Hkt» this might have 
been one of those rather long 
cocktail conversations that got out 
of hand. Lord Stevens has chatted 
with Maurice but is still not sure 
whether he was joking or not 

Could this be a smokescreen 
while Sir Nicholas and Lady Lloyd, 
the husband and wife team editing 
the Daily and Sunday Express, 
dream up their rumoured 
management buy-out? 

Olympic bid? 

■ One of the mysteries of the 
13-year-old London Marathon is 
why Chris Brasher, the Olympic 
gold wiPdfliKfit who has 
mas te rminded the highly popular 
event from the very beginning, 
has never been honoured. 

In fact it seems that he was 
offered a gong back In the 1980s 
but turned it down on the grounds 
that he didn’t like Margaret 
Thatcher, the prime minister at 


the time. "That bloody woman did 
nothing for British sport," says 
Brasher in yesterday's Mail on 
Sunday. And in case the current 
sport-loving prime minister thinks 
of renewing the offer, Brasher is 
of the view that as he has to deal 
with politicians one shouldn't 
accept honours from people you 
deal with. How honest 

However, there is a theory abroad 

- not denied by Brasher himself 

- that he would like the 
chairmanship of the British 
Olympic Association if it was on 
offer. The problem is that he is now 
64 and the new BOA chief Craig 
Reedie a mere 51 and digging in 
for a decade’s service. 

It has been rumoured that 
Brasher’s Olympic ambitions are 
now sublimated into vigorous 
support for Manchester’s bid to 
stage the 2000 Games. But if 
Manchester gets the nod in 
September, Brasher could re-emerge 
as a runner for tbe top job on the 
grounds that it would be nice to 
have an Olympian in charge, 
especially if Britain is going to host 
the turn-of-the-century games. 

Inside gossip 

■ An Aberdonian merchant 
returning from a week-long 
business trip to London was asked 
by colleagues what the capital was 
1 ike. “A fine city," he replied. 

"And how are the English to do 
business with?" they questioned. 

“I couldn't say, I was dealing 
at director level.” 
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Assassinated ANC leader to be buried today as conspiracy evidence mounts 


Thousands pay respects to Hani 


By Patti Waldmeir 
in Johannesburg 


TENS OF thousands of grieving' 
South African blacks paid their 
last respects yesterday to Mr 
Chris Hani, the assassinated 
guerrilla leader, as evidence 
emerged that his death may have 
been part of a right-wing conspir- 
acy to destabilise democracy 
talks. 

Mr Hani, idolised by township 
blacks as one of the greatest 
heroes of their liberation strug- 
gle. lay in state throughout the 
day in an open casket at a soccer 
stadium outside Soweto. As the 
30,0110-strong crowd sang songs in 
praise of Umkhonto we Sizwe 
(Spear of the Nation), the African 
National Congress military wing, 
ANC leaders Filed past the coffin 
of the man who once commanded 
Cmkhonto in exile. Some touched 
the body. 

The elder statesmen of the 
ANC. former leader Mr Oliver 
Tambo and long-time political 
prisoner Mr Walter Sisulu. led 
the sad cortege. Mr Nelson Mand- 
ela viewed the body last night. 

After an all-night vigil at the 
stadium. Mr Hani’s body will be 
buried later today in the mainly 
white, working-class town of 
Boksburg. where he was shot by 
a white assassin on April 10. It 
will be one of the largest political 
events ever in South Africa, and 
may spark clashes between white 
residents and black mourners. 

As Boksburg residents pre- 
pared for today’s funeral, barri- 
cading homes and drafting in 
friends to protect their property, 
pohce were interrogating a prom- 
inent right wing white. Mr Clive 



ANC guerrillas carry the coffin of assassinated black activist Chris Hani into a Soweto soccer stadium 


Derby-Lewis, who they said was 
a suspect in Mr Hani’s assassina- 
tion. 

Mr Derby-Lewis is a leading fig- 
ure in the Conservative Party, 
the official parliamentary opposi- 
tion, and a member of the advi- 
sory President’s Council, part of 
the executive branch of govern- 
ment 

Mr Derby-Lewis regularly made 
news with his racist comments, 
including an incident when he 


commented, "what a pity” on 
hearing an aircraft bad braked to 
avoid a black man on the runway 
at Johannesburg airport. 

His arrest raises fears that the 
murder was part of a conspiracy 
which extends well beyond the 
lunatic white fringe - the other 
suspect. Mr Janusz Walus. is a 
member of the ultra-right neo- 
Nazi group, the Afrikaner Weer- 
standsbeweging (Afrikaner Resis- 
tance Movement) - to the top of 


the right-wing establishment. 

Political analysts say the 
involvement of the Conservative 
Party, is far more worrying than 
that of the AWB. a militarist 
organisation which has vowed to 
carry out what it calls the “Third 
Boer War" against blacks. 


Mandela in the spotlight. Page 6 
Editorial Comment, Page 13 
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Matrix 
purchaser 
accused 
of default 


By Richard Donkin 


THE Iraqi-owned company that 
sold Matrix Churchill, the former 
Coventry machine tool manufac- 
turer. two years ago is taking 
legal action against the buyer for 
allegedly defaulting on a staged 
payment due in January. 

Matrix Churchill was bought 
from TMG Engineering, its Iraqi- 
owned parent, by Automation 
Investments, the holding com- 
pany for BSA Tools, the Birming- 
ham lathe maker, in February 
1991 at the time of the Gulf war. 

The deal was complicated, 
hampered by the imposition of 
UN sanctions and the freezing of 
Iraqi assets in the UK 

Details of the deal have never 
been disclosed by the buyer, but 
it is understood to have involved 
a £1.8ra (S2dm) payment due at 
the end of January with a further 
payment of £l.2m if the net asset 
value of the company rose above 
E6m at a certain stage. 

The payments would have gone 
into a bank account supervised 
by tbe Bank of England. The 
account would remain frozen 
until the sanctions against Iraq 
were lifted, but the sellers say 
that they have not yet received 
any payment from Automation 
Investments. 

Mr Keith Bailey, chairman of 
Automation Investments, said an 
initial consideration was paid for 
the company but he could not 
give details at present 

Mr Bailey said; “I can't tell you 
precisely what has been paid sim- 
ply because the contract has 
clauses of confidentiality.” 

He added: "l don't think there 
is anything owing to them under 
the terms of the contract at the 
moment." 

Mr Robert Koshaba, who is 
assisting TMG, said: “I am not 
aware of one single penny that 
has been paid." He confirmed 
that legal action had been taken 
under British civil law and expec- 
ted a hearing next month. The 
action was between TMG and 
Automation Investments. 

"There is money to be paid and 
it hasn’t been paid,” he said. 

He added: “I think the Iraqi 
owners were very reasonable. 
They got kicked out. they sold 
the damned thing and the least 
they would have expected is that 
they get paid.” 

Matrix Churchill itself was 
placed in the hands of receivers 
in July 1992. 


Fiat may co-operate with 
magistrates over corruption 


By Haig Simonian m Milan 


ITALY’S political corruption 
scandal is poised to take a new 
turn, with signs of an agreement 
by Fiat, the country's biggest pri- 
vate sector company, to co-oper- 
ate voluntarily with Milan magis- 
trates. 

The accord, reached between 
magistrates and tbe group's law- 
yers at a lengthy weekend meet- 
ing. may see Mr Cesare Romiti. 
Fiat’s chief executive, testifying 
before magistrates this week. 

It represents a climbdown by 
Fiat, which has been increasingly 
implicated in allegations of 
bribes over public sector orders. 
At least seven senior executives 
have become embroiled in tbe 
investigations, including Mr 
Giorgio Garuzzo, Fiat's chief 
operating officer, and Mr Fran- 
cesco Paolo Mattioli. chief finan- 
cial officer. 


Before the weekend agreement 
magistrates appeared poised to 
issue further cautionary war- 
rants. including some for unspe- 
cified Fiat managers. It is 
believed that the warrants, cover- 
ing contracts for the Enel state 
electricity generating authority 
and the state railways, have been 
temporarily rescinded. 

Mr Gianni Agnelli, Fiat’s chair- 
man, at the weekend admitted 
his company's involvement in 
doubtful practices. He told a con- 
ference of the Confindustria 
employers' federation: “At Fiat, 
too, some episodes of incorrect 
mixing with the political system 
have been discovered." 

However, Mr Agnelli, when 
speaking in Venice, tried to draw 
a distinction between individuals 
and companies drawn into the 
corruption scandal: "It is desir- 
able that the inquiries should 
define as soon as possible the 


real significance of the episodes 
concerning “us or other compa- 
nies, and distinguish between 
those who have been serious 
industrialists and those, by con- 
trast, who have based their for- 
tunes almost exclusively on sys- 
tematic collusion with the 
politicians. 

“Fiat's heart is that of a com- 
pany committed to free and 
strong competition in the market 
place.” 

It remains to be seen how Fiat 
will cooperate with magistrates. 
The inquiries have touched con- 
struction, with investigations of 
the Cogefar-Lmpresit building 
arm; railway equipment; gas tur- 
bines. with allegations of bribes 
to politicians on Enel orders; and 
buses, where the group's Iveco 
commercial vehicles subsidiary is 
being investigated for alleged 
payments for orders from the city 
of Milan. 


Turkey faces constitutional crisis 


Continued from Page 1 


look on him as informal patron 
of their campaign for greater 
rights. His death comes as the 
government tries to frame a 
response to the recent Kordish 
ceasefire call. 

The presidency is a largely cer- 
emonial post, hot while the 
Motherland party (AnapJ was In 
government Mr Ozal accrued 
considerable powers, particu- 
larly in foreign- policy. 

The first parliamentary ballot 
to choose a new president is due 
on April 27. 


Hr Hnsamettin Cmdoruk, par- 
liamentary speaker, has made 
little secret of his presidential 
ambitions. 

A lawyer who acted for Mr 
Adnan Menderes, the former 
prime minister executed by the 
military in 1961, Mr dndoruk 
has increasingly alienated gov- 
ernment support with his mav- 
erick performance, particularly 
his public opposition to tbe 
recent government ban on pri- 
vate TV and radio, and bis 
defence of the legal immunity of 
Kurdish deputies. 

A more popular choice would 


be the deputy prime minister, Mr 
Erdal Inonu, tbe physicist son of 
Turkey’s second president Apart 
from the family name, he is 
widely respected and as a reluc- 
tant politician would have no 
difficulty in remaining non-parti- 
san. Mach will depend on his 
party, the Social Democratic 
Populists. They may argue that 
bis departure might damage 
their standing when they face 
defections to the newly revived 
People’s Republican party (CHP). 

Some deputies suggest Mr 
Demirel himself might also prof- 
fer his candidacy. 


Italy’s voters signal support 

for electoral reforms 


Continued from Page 1 


In his address to the industrial- 
ists. Mr Amato emphasised that 
the mandate of the next govern- 
ment, irrespective of prime min - 
ister, would be to push through 
electoral reform. 

Political observers are divided 
as to whether President Scalfaro 
will ask Mr Amato to stay on, 
leading a government that might 
be bolstered by the small Radical 
party and a few Independents, or 
will seek a wider coalition under 
an “institutional" figure such as 
the leader of the chamber of dep- 
uties or the senate. 

The president and Mr Amato 


have emphasised the need to 
avoid a political vacuum, which 
would create uncertainty and 
possibly lead to further 
volatility in the financial mar- 
kets. 

On Friday, the lira strength- 
ened to below L960 against the 
D-Mark as dealers looked to a 

period of more stable govern- 
ment 

Among other factors likely to 
influence President Scalfaro are 
the forthcoming parliamentary 
decisions on lifting the immunity 
of Mr Bettino Craxi, the former 
Socialist leader, and Mr Giulio 
Andreotti, the former Christian 
Democrat prime minister. 


Bosnian Serbs 


Continued from Page I 


that the deal was tantamount to 
a Moslem surrender and Bosnian 
Serb leaders continued to protest 
that they did not aim to take the 
town, it seems clear that Srebren- 
ica’s survival as a Moslem com- 
munity is unlikely. With the Mos- 
lem defenders disarmed and the 
heavily armed Serb troops within 
half a mile of the town, observers 
doubt whether any of the inhabit- 
ants will want to stay. 

The decision by the UN Secu- 
rity Council to strengthen exist- 
ing sanctions against Serbia and 
Montenegro was taken Late on 
Saturday, with 13 members vot- 
ing in favour and two - Russia 
and China - abstaining. 


World 
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THE LEX COLUMN 

On the inside track 


The market was well-prepared for 
Forte’s dividend cut last week, thanks 
Par tly to a string of items in the week- 
end press and z shift in sentiment 
ainnng analysts in the previous week. 
There is no evidence at all that Forte 
deliberately set out to leak the news, 
but this is a pattern which recurs in 
the UK equity market. The British 
Aerospace rights issue of 1991 is 
another celebrated case in point. Per- 
haps the frequency with which such 
corporate events are foreshadowed 
simply reflects the hard work of Brit- 
ish broking analysts. To tbe trained 
eye. Forte’s cut looked obvious after 
the debacle at Queens Moat 

But that does not alter the fact that 
brokers’ ability to predict depends on 
dose and regular contacts with com- 
panies over a Icng period of time. To 
some in the City these cosy relation- 
ships appear a: risk in the proposed 
new insider legislation. Thai would be 
damaging, the argument runs. There 
is nothing investors like less than a 
surprise. When news is filtered out 
slowly there is time to adjust and 
understand. Share prices are less vola- 
tile as a result Ever small investors 
benefit from tfce absence of shocks. 

Or do they? To these with tbe long 
horizons of many small investors it 
makes no difference how a decision on 
a dividend or a rights issue reaches 
the public domain. Over rime the 
effect oc the share price will be the 
same. The people who have more 
interest in speedy Information are 
active institutional investors to whom 
broker research is ‘directed. That is 
fine when the research contains origi- 
nal conclusions based on publicly 
available information. In the context 
of the new legislation it is more awk- 
ward to defend research that is simply 
a collection of semi-private hints, nods 
and winks relayed :c an exclusive cli- 
entele. 


Waste Management 


Snare price relative to the 
Dew Jones Industrial Index 



and call rates will fall sharply. But 
there are wider implications. The 
UK-US link is already the busiest 
intercontinental route and it may suck 
more business out of continental 
Europe as companies re-route calls to 
the US via cheaper UK lines. Conti- 
nental telecoms companies may thus 
be forced to open up to similar leasing 
deals to avoid losing call traffic. Such 
pressure is likely to spread, and the 
cartel system will slowly crumble. 

That is a mixed blessing. Interna- 
tional calls are highly profitable, so 
white AT&T will not have to give up 
profits to other national telecom com- 
panies. overall revenues will be under 
pressure. Large companies will need 
growing call volumes or increasing 
market share to benefit. AT&T and BT 
clearly think they have the muscle to 
win. Presumably BT*s enthusiasm can 
only be increased by the thought that 
in the early stages AT&T will go after 
the same corporate customers which 
Mercury has tried to make its own. 


partly it seems to keep the focus on 
increasing efficiency. With borrowings 
of Si5bn every little helps 
That benefit to BP may be enough to 
sink opposition to the reforms. Given 
that the proposals have survived in- 
tact in the published finance biH, lob- 
bying seems to have had little impact. 
BP argues that the changes are good 
for development in the North Sea. 
Wasteful drilling will be eliminated 
and big new finds may be brought o a 
stream quickly because companies, 
will only have to pay corporation tax 
on the revenue. However, seme small- 
er prospects seem destined not be 
investigated. It would also beraire to 
assume the government will be con- 
tent to tax new finds at 33 per cent If 
discoveries like those west ef Shetland 
prove to be large and very profitable. 


Petroleum Revenue Tax 


BT 


AT&T's application for a telephone 
licence in the UK is pretty clearly a 
response to BTs similar application in 
the L'S a few weeks ago. It seems 
iikeiv that the next move on this 
crowded chess board vriil be an 
attempt to ge: government approval 
for AT&T and BT to lease lines in each 
other’s markets. International calls 
could then be handled by one com- 
pany along the entire route, bypassing 
the current cartel system. 

In the Erst instance both AT&T and 
BTiwill be interested in operating this 
for the largest corporate customers. 


BP's annual report, published three 
days before the Budget, highlights the 
words Profitability. Reputation and 
Teamwork on the cover. Conspiracy 
theorists will doubtless observe BP is 
the most spectacular beneficiary of the 
Budget reform of Petroleum Revenue 
Tax. and draw their own conclusions. 
The company vigorously denies it put 
the Treasury up to the changes - or 
even that it had any idea such wind- 
fall gains were on the way. 

Still, the improved cash flow comes 
in handy at a difficult time. The divi- 
dend cut. asset sales and reduced capi- 
tal expenditure are needed to stem the 
cash outflow and cut gearing. Even so 
progress will be slow. The company 
has set its face against a rights issue. 


Waste Management 

Solid first quarter figures today 
from Waste Management may stop the 
rot in its share price this year, but the 
shares peaked against tbe US market 
in 1990. That suggests a creeping disil- 
lusionment. Recession is partly to 
blame by reducing the volume of 
waste - especially high-margin indus- 
trial waste - churned out by the US 
economy. But more efficient compa- 
nies will produce less rubbish and 
effluent even when the economy 
turns. Over-capacity in areas such as 
incineration may thus persist beyond 
recession. Tougher environmental 
standards are also steering waste man 
agement companies towards unknown 
areas such as recycling. 

Recession aside, the outlook in 
Europe should be brighter. Legislation 
in most European countries is some 
way behind the US. Profitable landfill 
should have years of good growth 
before regulations become too oner- 
ous. Quality landfill sites and incinera- 
tors are also in short supply, so prices 
might hold up better through the 
downturn. Yet shares in Waste Man- 
agement International, which operates 
in Europe and Asia, are well below the 
price at which 20 per cent of the 
equity was offered last year. 

The US flavour of the share register 
may be to blame. A stronger dollar 
cuts the value 0 f European earnings to 
US investors. Tbe shares of UK compa- 
nies which paid toll prices for a posi- 
tion in waste - notably Severn Trent 
and Wessex Water - may escape 
unscathed. But weak prices and the 
proposed UK government levy on 
landfill dumping are uncomfortable 
echoes of the US. 


Why 


Eurodollar 


traders 


should ring 


their brokers 




CME Eurodollar futures and options are now being 
actively traded during the European morning on GLOB EX’* 
(2400-1200 BST/ 2100-2200 BST). 

GLOBEX delivers key advantages: 


Good prices - 1-2 tick spreads 
Liquidity — active market makers 
Depth of market - best five bids and offers posted 


The GLOBEX out-of-hours electronic trading system offers 
exchange based futures and options through brokers in major 
centres including Chicago, New York, London, Paris, Tokvo 
and Hong Kong. 

To find out how you could benefit, call your Broker now. 
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IBM prepares to 
launch $4.6bn loan 

com P utar maker. and IBM 
?SJ.?*^ , £S. teas,n9 subsWta n'- are preparing to 
^' 6bn ^) d,cated toarj. atxwrdlngto 
banklr^ sources. The company Is approachina its 

01 arountj $500 m from each. Page 18 

Three-tier market proposed 

7>w City Group for Smaller Companies (Cisco) has 
c ) ?&!! sted a shake-up « the structure of the Stock 
ffSJ??? 8 ,.®* ^ 01 rts proposals for. alternatives 
to the Unlisted Securities Market which faces clo- 
sure fn 1996. The proposals are for a three-tier 
maritet; an 1 Internationa) equity market made up of 
toe top 350 securities; a national market for most 
cwnpanres listed on the Official List and 
toe U5M; and an enterprise market for companies 
not on the Official List. Page 16 


Italy and Russia alike 

The eight refer endums under way in Italy, and the 
four scheduled for next Sunday in Russia have one 
thing in common: they are both taking place 
because the national system of government Is in 
crisis. Needless to say. these referenddms cannot 
repair the old system nor provide a new one, but 
perhaps toe voters may give some sense of their 
preferences for the way ahead. Back Page 


Valued Decor 

fine Decor, a wallpaper maker, is set to come to 
the market In June through a placing that will value 
it at £2 5m. The Cheshire-based company 
demerged from Boots, toe chemist, in 1991 via a 
management buy-out Page 17 


BICC strife In Germany 

Demonstrators outside toe factory gates of KWO 
Kabei, which BICC, the UK-based cable and con- 
struction group, acquired last month, are demand- 
ing that their employers honour a contract aimed at 
bringing eastern German wages up to western Ger- 
man levels by April 1934. Page 17 


Prospective p/e ratio 

The latest prospective p/e ratio for the "500" Index 
for calendar 1933 is 14.3, according to IBES, toe 
consensus estimates service (Last week: 14.3). This 
compares with an IBES estimated p/e for the “500" 
of 18.9 (1B.Q) for calendar 1992. The official FT cal- 
culation of the historic p/e, based on the latest 
reported earnings, is 17.78 (17.8). 


Seat freezes investment after fall into loss 


By Tom Bums In Madrid 

SEAT, the Spanish carmaker owned by 
Germany's Volkswagen group, suffered 
tosses last year for the first time since 1988 
after being hit by high debt servicing 
charges, a weakened peseta and a shrink- 
mg market 

Mr Juan Antonio Diaz-Alvarez, chief 
executive, said the company would freeze 
a third of the Ptal20bn GZ.oebn) Invest- 
ments planned for this year and for 1994 
and would shed 4,000 Jobs from its 24,000 
labour force. 

The Barcelona -based company reported 


after-tax losses of Ptal2.7bn last year, 
against 1991 net profits of Pta2.4m. 

Mr Diaz-Alvarez said the shortfall, 
which had been anticipated, had been 
caused by financial charges totalling 
PtalBbn, accumulated from Pta400bn 
worth of investments over the past five 
years. Nearly half of Seat’s investment to 
date has been financed by D-Mark loans 
and the German currency appreciated 
sharply against the peseta in the second 
half of 1992. 

Seat, which exports 80 per cent of the 
nearly 600,000 units it produces annually, 
did not benefit from the weakened peseta. 


Its exports grew 23 per cent in the first 
half of last year when the currency was 
strong. But they fell 15 per cent, because 
of the depressed market, in the last quar- 
ter of 1992 after the peseta had devalued 
by 12 per cent against most European cur- 
rencies. Mr Diaz-Alvarez said he expected 
car sales to drop during 1993 and Seat 
could at best hope to be breaking even at 
the end of the year. 

Car sales were up by a modest 4.7 per 
cent last year but the company’s cashflow 
fell 59 per cent to Pta7.9bn following an 
Investment outlay of PtaiSibn tn 1992, 56 
per cent up on that of 199L 


Under the reduced investment pro- 
gramme, Seat will be concentrating on a 
new version of the Volkswagen Polo 
model, built at the Spanish company’s 
plant in Pamplona; on a bigger version of 
the Ibiza model, to be unveiled at next 
month's Barcelona motor show; and on a 
new small car being developed jointly with 
Japan's Suzuki group. 

Mr Diaz-Alvarez said part of Seat's 
industrial costs could in the future be 
passed on to suppliers under the strategy 
developed by fellow Spaniard Mr J Ignacio 
Lopez de Arriortua who recently Joined 
Volkswagen from Genera) Motors. 


Norma Cohen and Maggie Urry report on how UK companies are saving on ACT 

Fashion for the thinly 
veiled rights offering 




Market Statistics 

Base tenting rales 

27 

London share sendee 

27-29 



Managed fund service 

23-27 

FTrtSMA bit bond are 

19 

Money markets 

27 

Foreign exchanges 

27 

New Jnt bond Issues 

20 

London recent issues 

27 

World stock mkt ineflees 

22 

Companies In this issue 

AMD 

15 

IBM 

18 

Alberta Energy 

ia 

JCL 

18 

Apax Partners 

17 

Intel 

15 

BICC 

17 

KWO Kabo) 

17 

C&J Clark 

IS 

Oce-van der Grtnten 

18 

Clyde Blowers 

16 

Pendragon 

18 

Dote 

18 Sappl 

18 

Europa MetaUI 

18 

Seat 

15 

Rne Decor 

17 

Sophus Berendsen 

18 

Fyffos 

16 

SwaUowfleid 

16 

Gabsccl 

17 Technology 

16 

Helene 

17 

YPF 

18 


F or the institutional inves- 
tor, the thought of earning 
higher dividends subsi- 
dised by tax receipts is tantalis- 
ing. This pleasant situation has 
become a reality, thanks to a 
structure pioneered by Barclays 
de Zoete Wedd which allows UK 
companies with unrelieved 
Advance Corporation Tax to offer 
enhanced scrip dividends instead 
of cash, offering enormous tax 
savings to the issuer. 

“We don’t object to these at 
all,” said the manager of one 
large industrial pension fund. “It 
seems to us to be a transfer from 
the taxman to the shareholder." 

However, the new twist on divi- 
dends has ominous Implications 
for many other shareholders. The 
Association of British Insurers, 
one of the UK’s most influential 
shareholder groups, is seeking a 
meeting with the Confederation 
of British Industry to underline 
its view that it does not wish to 
see companies habitually issuing 
their dividends in shares instead 
of cash. 

The ABI fears that, while cor- 
porate earnings initially get a big 
boost from the scrip dividends, 
issuers may find a few years later 
that they do not have enough 
money to pay cash dividends on 
the increased share capital and 
will have to cut payouts. 

“These are like ice cream," said 
one member of the ABFs invest- 
ment committee. “They glisten at 
first but after they've sat in the 
sun for a while they don’t look so 
good.” 

So far, seven companies have 
proposed enhanced scrip divi- 
dend schemes, and most have 
seen their share prices rise on 
the announcement The schemes 
are conditional on shareholders 
approving special resolutions, 
requiring a 75 per cent majority 
of votes cast, a permission which 
will have to be renewed if the 
companies wish to offer the 
schemes again next year. 

The scheme is only of Interest 
to companies with unrelieved 
advance corporation tax. Compa- 
nies pay ACT to the Revenue 
when they pay a dividend to 
shareholders; they can reclaim it 
against the corporation tax they 


The effects of scrip dividends 

Assuming 100% take up 



DMdood fftnaUort) 

ACTRmMion) 

BAT 

334.7 

97 



V • v; v; >'•:*» 

Coats Viyofta 

24 

7 




Forts 

38 

ii 



' ■’ Ii- '•/ Vs J ' 

BICC 

44 

13 


Mutton (96) 


BAT 

KT2 

Coats Viyeflo 


Lad&foke 

Forte 


J ***«“ 
1 


BICC 


SoumcBZW 

pay on their UK profits. But com- 
panies which earn much of their 
profits overseas end up paying 
ACT they are unable to reclaim. 

Scrip dividends avoid this prob- 
lem. As ACT is not payable on 
such dividends, companies can 
save tax, as well as retaining 
cash, if their shareholders can be 
persuaded to take paper. 

On Friday, BICC, the cables 
and construction group, became 
the latest company to offer an 
enhanced scrip dividend. BICC 
said that if half its shareholders 
Cake op the scrip offer. It will 
increase earnings per share for 
the year by 1.5p and save £l2m to 
£l3m ($19.6m) in unrelievable 
ACT. 

Under the scheme, companies 
offer shareholders the choice of a 
cash dividend or a 50 per cent 
higher scrip dividend. Sharehold- 
ers who take the scrip dividend 
can use a facility provided by the 
brokers to sell the new shares at 
a 5 per cent discount to the scrip 
value, free of dealing costs, 
enabling them to take nearly the 
full scrip value in cash. 

However, those shareholders 
taking the cash options will find 
their stake in each company has 
been diluted. The new stock 


30 


60 


could dilute Issuers’ share capital 
by as much as 5.5 per cent, 
according to Barclays de Zoete 
Wedd. 

Shareholders say they view 
scrip issues as a thinly veiled 
rights offering; effectively they 
are surrendering cash to take up 
new shares In proportion to their 
existing holdings. Thus, those 
companies with coherent strate- 
gies for investing the cash they 
raise have received the warmest 
reception from shareholders. 
However, if issuers were to offer 
the option at every dividend, it 
would become little more than a 
rolling rights issue and share- 
holders say they would object to 
constant rails for capital. 


Ii 


nvestors also say the securi- 
ties can be used as a kind of 
fudge which allows a com- 
pany short of cash to pretend it is 
raising its dividend when it is 
not Criticism in particular has 
been levelled at Forte, the hotels 
group, which cut its cash divi- 
dend and then announced an 
enhanced scrip offering. “Compa- 
nies which can't afford to pay a 
dividend shouldn't pay a divi- 
dend and that's that” said one 
shareholder. "Otherwise the scrip 


dividend is nothing more than a 
fiddle to disguise the feet that the 
company has run out of cash.” 

“If I want a company's shares 
I’ll go out into the market and 
buy them, th ank you very 
much,” said Ms Caroline Burton, 
investment director at Guardian 
Royal Exchange. “In the mean- 
time, Fd like my cash.” 

Historically. UK institutions 
have steered shy of scrip divi- 
dends The average take-up of 
optional offers has been no more 
than 5 per cent For one thing, 
tax-exempt investors, such as 
pension funds, have been able to 
reclaim an additional 25 per cent 
(20 per cent after the Budget) 
from the Inland Revenue repre- 
senting the ACT due on cash div- 
idends - something they cannot 
do with scrip dividends. 

But the new structure offers 
the opportunity for an enhanced 
dividend and allows the company 
effectively to raise cash by cut- 
ting its tax bill, and that has put 
scrip dividends in quite a differ- 
ent Light 

BAT, for instance, a company 
with large overseas earnings, will 
save £97m in ACT alone. Mr 
Michael Ferry, assistant director 
at BZW, said the cash savings 


can be reinvested to provide suf- 
ficient returns to cover the cost 
of future dividends on the new 
shares. 

The extra 50 per cent on the 
dividend more than compensates 
tax-exempt funds for the loss of 
the tax credit, while taxpayers 
can gain even more, depending 
on individual tax positions. 

Some shareholders, while 
enthusiastic about the opportu- 
nity to cut their tax charges, 
view the securities with mixed 
feelings. Among other things, 
some have complained that 
because the enhanced dividend 
was in some cases announced 
after the ex-dividend date, there 
was effectively a false market in 
the shares. 

Share prices have tended to 
rise after companies have 
announced an enhanced scrip 
dividend scheme; so those who 
sold after the ex-dividend date 
but before the announcement 
could have missed out on a 
profit. Several institutions said 
they plan to take the matter up 
with the Stock Exchange. 

The Stock Exchange said that 
in some cases, the scrip offer had 
not been decided until after the 
dividend dates bad been set “We 
didn't wish to tell the companies 
they couldn’t issue the scrip 
offer,” it explained. However, it 
said that if shareholders 
expressed concern about the 
announcement, it would consider 
whether companies should be 
required to announce scrip divi- 
dends at the time of the ordinary 
dividend announcement 
While enhanced scrips are 
enjoying a burst of popularity 
now, that may be shortlived 
because the tax structure which 
gave rise to their creation is 
about to be scrapped- The March 
budget proposed a new “foreign 
income dividend" scheme which 
might get around the ACT prob- 
lem faced by companies with a 
high proportion of overseas prof- 
its, the very companies for which 
the scheme is interesting. 

For investors, the question is 
whether the short-term gains 
offered by enhanced scrip divi- 
dends are overshadowed by their 
detractions in years to come. 


New trial 
in AMD 
and Intel 
copyright 
dispute 

By Louise Kehoe 
to San Francisco 


A US COURT ruling lias opened 
the the way for Advanced Micro 
Devices to compete with Intel in 
the lucrative market for micro- 
processor chips used in the latest 
generation of personal comput- 
ers. This follows a US judge's 
decision to set aside the verdict 
readied last year in a copyright 
dispute between the two compa- 
nies and order a new trial. 

The ruling means AMD could 
immediately begin production of 
a clone of Intel’s top-selling 486 
microprocessor chip, rather than 
having to develop its own ver- 
sion of the “microcode” software 
instructions that control the 
chip. The company is expected to 
announce its plans today. 

Competition between Intel and 
AMD in the 486 market could 
lead to lower prices for the 
devices and personal computers 
in which they are used, analysts 
predicted. 

AMD already sells its own ver- 
sion of Intel's earlier 386 micro- 
processor and has claimed more 
than half of the world market for 
that device. 

However, the 386 is rapidly 
being displaced fay the more pow- 
erful 486 as the standard micro- 
processor for desk-top comput- 
ers. The 486 accounted for a 
substantial portion of Intel’s 
S2bn in first quarter revenues. 

AMD has developed its own 
version of the 486, but has been 
prevented from introducing the 
product by the outcome of last 
year’s trial, in which the court 
rejected Its claims that it bad the 
right to use Intel’s microcode 
under the terms of a 1976 agree- 
ment between the two compa- 
nies. 

This forced AMD to begin 
work on its own version of the 
microcode. 

On Friday, however, federal 
judge William Ingram, granted 
AMD's motion for a new trial in 
the copyright dispute on the 
grounds that Intel had improp- 
erly withheld documents that 
con Id have influenced the jury. 

Intel was confident it would 
once more prevail in a new trial, 
but acknowledged the Jong-nui- 
ning dispute was now “back to 
square one”. Mr W J Sanders HL 
AMD chairman and chief execu- 
tive, vowed to break Intel’s 
"monopoly" and to “compete 
vigorously in the microprocessor 
industry, to the benefit of all 
participants in the computer 
industry, save one”. 


M r Boris Fyodorov. 
Russia's finance min- 
ister and deputy 
prime minister, complained 
recently that ever since the old 
state-planning system had 
started to collapse, no stogie 
government had been given 
the freedom to conduct any 
consistent policy for any 
period of time. 

“Give six months to some- 
body, give it to the Bolsheviks 
for all I care,” he said. 

A big frustration about Rus- 
sia, the heart of the former 
Soviet Union, is that it has 
Indeed become ungovernable, 
not least because it has been so 
badly governed of late. As a 
result, the country runs on a 
mixture of Inertia and anarchy, 
while the parliament and gov- 
ernment squabble about who 
understands the Russian peo- 
ple better. 

Now, even as he returns 
from Tokyo with a new pack- 
age of support for Russian 
reforms, Mr Fyodorov admits 
the economy is unlikely to 
“stabilise" any time soon 
because Sunday's referendum 
will probably be followed by 
early elections in the autumn. 

But still he soldiers on, say- 
ing that for the time being 
there is no alternative to Presi- 
dent Yeltsin if reforms are to 
be carried forward- 
As an illustration of the 
sort of political manoeuvring 
which is likely to continue for 
the foreseeable future. Presi- 
dent Yeltsin appointed a con- 
servative as first deputy prime 
minster, directly above Mr Fyo- 
dorov, Just as he was negotia- 
ting with the G7 in Tokyo. 

But by placing their bets on 
President Yeltsin and the pn> 
gramme drawn up by Mr Fyo- 
dorov, western leaders hope 
that the referendum will at 
least dear up some of the cob- 
webs and give Mr Yeltsin a 
mandate to move ahead with 
stalled reforms. 

If this indeed happens, two 
fundamental problems will still 
need tackling. 

One is the need to develop 
efficient mechanisms for 


West can help 
make Russia’s 
reforms stick 


unfolding western assistance, 
which would be tied to reforms 
continuing. The other is to 
boost the Russian state's abil- 
ity to implement reforms. 

Given western traditions of 
efficiency, rapid progress can 
be made on the first front now 
that the west has been fright- 
ened into action by fears of 
President Yeltsin being 
removed by an inchoate parlia- 
ment. 

The Russians are also begin- 
ning to understand that they 
are in a position where they 


from the past and Is less afraid 
to Interfere. 

But the Russian people 
remain plagued with ineffi- 
cient government in the broad- 
est sense - from the top of the 
pyramid in Mr Yeltsin's Krem- 
lin offices to the grass-roots, 
whether in tax collection or 
law enforcement 

Mr Fyodorov estimated 
recently that only 60 per cent 
of tax revenues are collected. 
Mr Andrei Nechayev, the eco- 
nomics minister sacked as part 
of the business of trying to 


Economics Notebook 

By Leyla Boulton in Moscow 


have the leverage better to for- 
mulate and make demands of 
the west 

At a recent Moscow dinner 
party, a group of young Rus- 
sian politicians asked angrily 
why “the west” had not 
told the government this time 
last year what it was doing 
wrong. 

They cited as an example the 
fact that Russia tried to start 
financial stabilisation on its 
own when 15 central banks of 
the former Soviet Union could 
still Issue roubles. 

For its naive faith in western 
omniscience, the question was 
more interesting than any 
embarrassed answer to the 
effect that there had been no 
united view in the west about 
how Russia should best go 
about launching reforms, 
although Mr Yegor Gaidar at 
least had the merit of starting 
the process. 

Now the west too is learning 


improve the government’s effi- 
ciency, recently shared an 
insider’s view of the problems. 
He singled out for instance the 
feet that the cabinet's work 
was duplicated and sometimes 
superseded by parallel presi- 
dential policy-making struc- 
tures such as the Security 
Council. 

But perhaps the biggest 
threat to both coherent policy- 
making and the very unity of 
the country are the numerous 
exemptions to federal taxes 
and other political and eco- 
nomic concessions granted to 
various regions and enterprises 
to buy political support 

Both the president and gov- 
ernment have recently vowed 
to do away with this practice 
even though their whole power 
base has so far relied on it in 
the absence of institutions 
capable of making reforms 
binding for alL 

The system whereby benefits 


are granted not on the basis of 
a selective policy but, as Mr 
Yeltsin himself put it, to “who- 
ever pays a bribe, has the 
sharpest elbows or the loudest 
voice", Is mirrored at local 
level. 

(n spite of justified accusa- 
tions of inefficiency at his own 
Institution, Mr Jacques Attali, 
the visionary chairman of the 
European Bank for Reconstruc- 
tion and Development, is right 
to stress the need to help Rus- 
sia build an efficient adminis- 
tration. 

"We advised them to disman- 
tle the old system but they 
have nothing to put in its 
place,” he said during his last 
visit to Russia. 

But there is going to be no 
quick fix in attempts to push 
forward Russian reforms with 
western help. 

R obert Conquest, the 
historian, provides an 
ironic picture of what 
happened to western aid when 
the Bolsheviks starved peas- 
ants in 1921, and the US 
responded generously to Soviet 
appeals for help. 

Whereas a 1926 Soviet ency- 
clopaedia acknowledged that 
US relief workers fed 16m peo- 
ple at the height of their activ- 
ity. subsequent editions 
reported that they had been a 
front to support western count- 
er-revolution and sabotage. 

Even though some Russian 
politicians, in the time-hon- 
Qured practice of looking for 
the external enemy, are even 
today trying to blame the west 
for Russia’s problems, closing 
off (he country again is no lon- 
ger a real option. 

But an erosion of the west’s 
ability to influence events 
remains a distinct possibility 
unless it can provide the glue 
to make reforms stick. 

The west fa rightly nervous 
about being drawn into the 
Russian mire. But 
However, the advantage of it 
doing so Is that it makes it 
increasingly difficult for Rus- 
sia to wriggle out of an 
embrace it cannot do without. 


Berisford 
bid for 
C&J Clark 
detailed 

By Peggy H offing er in London 

C&J Clark, the UK shoe 
manufacturer riven by board 
dissent, is poised to Inform 
shareholders of the details of a 
bid from Berisford Interna- 
tional, the property and agri- 
business company. 

The bid is believed to 
include a clause whereby 
Berisford would have the right 
to purchase the assets and 
brands of Clark if It wins more 
than 60 per cent of the com- 
pany. 

Berisford is reported to have 
made an offer of about 205p 
per share, which values Clark 
at £158m, ($239m) against the 
latest trading price of 90p. 

The board met on Friday to 
approve the final details of a 
circular which will recom- 
mend the bid price as fair and 
reasonable to Clark's 4,000 
shareholders early this week. 
However, three of the 11- 
strong board are not recom- 
mending the offer, with one 
further abstention. 

The sale Is being opposed by 
a group of shareholders and 
board members who claim to 
represent at least 30 per cent 
of the company. 

At an extraordinary general 
meeting on May 7, sharehold- 
ers will be asked to vote on a 
sate of Clark’s assets and 
brands to Berisford. If that is 
approved, Berisford would 
then make a full offer for the 
company comprised of cash, 
shares, or loan notes. 

If the offer does not win 90 
per cent approval, Berisford is 
expected to revert to the 
option to purchase the assets 
and brands of the business at a 
price similar to the frill offer. 


This announcement appojrs j roal ler of record only. 
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HOLLIDAY CHEMICAL HOLDINGS PLC 

£160,000,000 

Flotation 


NatWcst Wood Mackenzie 

Stockbrokers to the issue. 


NatWest Ventures 

Arranger ami lead provider of 
equity and mezzanine for the 
management buy-out in 1987 

O 4 

and- subsequent acquisitions. 


NatWcst Acquisition Finance 

Arranger and lead provider of 
acquisition finance and post- 
dotation senior debt and 
working capital facilities. 



NatWest Markets 

Corporate ^Investment Banking 
135 Bishopesgatv, London KC2M 3UR Telephone 071-175 5000 
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COMPANY NEWS; UK 


Fyffes silent on 
its rejection of 
I£420m Dole bid 


A leading light under its new ownership 

Alan Cane reports op how Technology has survived and prospered after last July’s lrauma °^^ 


k 


By Tim Coone in Dublh 

FYFFES, the UK and Irish fruit 
and vegetable distributor, 
remained tight-lipped at the 
weekend over the reasons for 
its rejection of the I£420m take 
over bid by Dole, the Californ- 
ia-based fresh fruit distributor, 
after a week of talks between 
the two managements. 

Mr Carl McCann, finance 
director at Fyffe’s, was 
emphatic that discussions with 
Dole have been terminated, but 
was not prepared to go into 
any further details. He did 
point out. though, that it was 
the Erst time Fyffes had been 
the subject of a bid. Signifi- 
cantly, he did not describe it as 
•^hostile". 

Reports at the weekend 
suggested that Dole's senior 
executives believed that the 
bid was going to be accepted, 
but then it fell at the last hur- 
dle when rejected by Fyffes on 
Friday afternoon. 

The most likely reason is the 
surge in the price of Fyffes 
shares for two days prior to its 
announcement that it had 
received an approach “which 
may or may not" lead to an 
offer to buy the company at 
115p per share. 

Its shares closed at I22p on 
Friday. It is thought the board 
considered the bid undervalued 
the company, although accord- 
ing to weekend reports Dole is 
not prepared to go any higher. 

Main shareholders in Fyffes 


are the McCann family, which 
holds 9.3 per cent of the 280m 
ordinary shares in issue, and 
DCC. an Irish holding company 
led by Dublin entrepreneur Mr 
Jim Flavin, which owns il per 
cent About 70 per cent is held 
by institutional holders accord- 
ing to brokers. 

DCC has been a strong sup- 
porter of the McCanns, helping 
them bring their original com- 
pany. FII, to the stock market 
in 1981, and in their purchase 
of Fygfes in 1986. It has a seat 
on the board and is a financial 
adviser. 

Fyffes has been keen to 
expand into the market on the 
European mainland, and since 
its I£60m rights issue in June 
1991, has kept the market 
guessing over likely acquisi- 
tions. It suffered two setbacks 
last year when Del Monte was 
sold to a Mexican concern and 
when the ERM crisis forced it 
to abandon a I£52m deal with 
Saba Trading. 

The company has some 
I£9Qm in cash, and negligible 
debt Last December two of the 
McCann directors sold off a 
quarter of their holding to 
repay borrowings, at a market 
low of 64p per share. DCC 
bought 7.7m of the lim shares 
sold by the McCanns. 

Dole bas been building up its 
banana interests in France, 
and clearly views Fyffes as a 
company which would mesh 
well into its European strat- 
egy. 


T HE letter from Interna- 
tional Business 
Machines arrived, hand 
delivered, in the reception area 
of Technology on July 10 last 
year. 

It gave notice that the 
world's largest computer man- 
ufacturer had decided, unilat- 
erally. to terminate its contract 
with Technology, one of the 
UK's largest and most success- 
ful personal computer distrib- 
utors. 

It was a sharp rebuff for 
Technology’s audacity in 
allowing itself to be acquired 
the week before by ICL, the UK 
computer maker in which 
Fujitsu of Japan has a majority 
stake. 

The same day. Digital Equip- 
ment, the 175 mioicompater 
man ufacturer, said it would 
not renew its distribution con- 
tract. 

A year on, Mr Derek Lewis, 
Miairpian and chief executive 
of Technology, still resents the 
cavalier way in which Big Blue 
ended the relationship: “We 
had been working with them 
for nine years and sold half a 
billion pounds worth of IBM 
equipment". 

Mr John Gardner, chairman 
of ICL (UK), recalls the shock 
of Black Friday: “It was trau- 
matic; it stopped Derek's busi- 
ness dead in its tracks, but in 
hindsight it was the best thing 
that could have happened". 


It was hardly unexpected, 
though. ICL bought Technol- 
ogy for £30m with the aim of 
becoming the largest supplier 
of personal computers in the 
UK, ahead of IBM, Compaq and 
Dell. 

It was a controversial move 
which always courted the risk 
that major personal computer 
make rs would not want to deal 
with a distributor owned by a 
rival and selling ICL products 
in direct competition. 

“The chances were we would 
lose one personal computer 
manufacturer,'’ Mr Lewis says. 
“But IBM was not the most 
likely." 

Today, Technology has not 
only survived but prospered, 
and' its lean and hungry busi- 
ness methods are the model for 
the rest of ICL. Operating mar- 
gins, for example, are typically 
less than io per cent. Mr Lewis 
pays by results; low salaries 
and high commissions mean 
that overheads are always in 
line with sales. 

By comparison. ICL as a 
whole is working hard to drive 
operating expenses below 23 
per cent of sales. 

In the year to June 1992, 
before the ICL takeover. Tech- 
nology made sales of £147m. of 
which some £70m was IBM and 
Digital Equipment business. 
Despite the pull out, in the six 
months from July to December 
last year revenues totalled 


Enlarged Swallowfield 
declines to £1.27m 


A REDUCTION in pre-tax 
profits, from £2.1m to £l.27m, 
was announced by Swallow- 
field, the Somerset-based 
personal care products manu- 
facturer. for the year to end- 
December. 

Turnover edged ahead to 
£23 -2m (£22.9m>. 

Mr Terry Organ, the chair- 
man, said that £I-8m of turn- 
over bad come from Parbel Bel- 
gium, acquired in July, which 
had provided an opening to 
continental Europe. 


He said the group was still 
working to turn Parbel round. 
Its losses were shown as 
£37,000. 

Interest charges rose follow- 
ing toe acquisition and gearing 
was back up to 84 per cent, 
he said. However, he expec- 
ted that figure to fall this 
year. 

Earnings per share slipped to 
7.3p (I3p) and the proposed 
final dividend is cut to 2.2p 
(3.9p) for a reduced total of 4-4p 
(6.1p). 


BIDDER/INVESTOR 

Hanson (UK/US) 

Royal Sank of Scotland 
(UK) 

Parafax (Hong Kong) 


Terra Industries (US) 


Pacific Cup (Hong Kong) 


Snyder 03 (US) 


First National Bank 
(South Africa) 

Mngstraam Resources 
(Australia) 

AT&T (US) 


TARGET 

Watt Housing (US) 

Boston Five Bancorp (US) 

Digsa (Spain) 

Unit of IC1 (UK) 

Bjerie (Germany)/ 

Schmidt Amaturen (Austria) 

Unit of Smith & Nephew 
(UK) 

Command Petroleum 
(Australia) 

Mtdlantic (HK) 


SECTOR 

iukfrfj 

Banking 

Retailing 

Chemicals 


Engineering 

Controls 


Banking 


Plateau Mining (UK) Mining 

Shaye Communications Telecoms 

(UK) 


NEW OPPORTUNITY 
IN THE HONG KONG 
STOCK MARKET FOR 
INTERNATIONAL FUND 
MANAGERS AND 
INSTITUTIONAL 
INVESTORS 


SIMEX MSCI HONG KONG INDEX FUTURES SEMINAR 

A new opportunity arises with the launch of SIM EX MSCI Hong Kong Index futures. Find out at the seminar 
how this financial instrument can enhance your trading and risk management activities. To register, kindly 
fax your name, position, company, address, telephone and fax no to SIMEX at (65) 5336162, 
(65) 5357282 or (65) 5341415 (Attention : Ms Janita Kiong) 

PROGRAMME 


24 May 1993 

Time: 3.45 pm 

Registration 

Georgian Suite, 1st Floor 

Le Meridien 

4.00 pm 

Seminar Presentation 

21 Piccadilly 

London WIV OBH 

6.00 pm 

Cocktail Reception 


TOPICS COVERED IN THE SEMINAR 

SIMEX Market and Its Advantages • SIMEX MSCI Hong Kong Index Futures - Calculation of MSCI Hong Kong Index 
and Stock Selection Criteria - Constituent Stocks and industry Characteristics • Relative Performance and 
Correlation with Other Indices - Sources of Portfolio Risk and Return - Multi-factor Analysis Model • Characteristics 
of Factor Exposure - Tracking the Market with the Index • Risk-return Disaggregation « Tracking the Index with a 
Subset of Its Constituents - Characteristics of the Index and Its Impact on the Uses of the Futures Contract 


SIMEX. SINGAPORE INTERNATIONAL MONETARY EXCHANGE LIMITED 

l Ruffle* Place #07 00 OUB Centre Singapore 0 104. Tel: (65) 535 7382 Tele*: RS 38000 SIN M EX Fax: (65 » 535 72S2. 


, £110m with pre-tax profits of 

- £5_5m. For the full year the tar- 

f get is revenues of £250m. 

Of the mom. £40m was ICL 
! equipment; the rest came from 
L sales of systems from other 
suppliers: Compaq, Sun, Hew- 
> left Packard, Toshiba, and 
Groupe BulL 

Digital Equipment never, in 
1 fact, cut off supplies of its 
systems. Now Technology is 
i able to sell IBM mid range 
machines through an agree- 
ment with Bull of Prance, 
which sells the US manufactur- 
er’s machines under its own 
narop If a customer insists on 
IBM personal computers. Tech- 
nology buys them from bro- 
kers; “It only amounts to sales 
of £ 200,000 or so a month." Mr 
■ Lewis says. 

ICL bought Technology 
because, in common with otter 
large computer manufacturers, 
it had to find a cost effective 
channel to market low cost 
systems which could not com- 
mand the profit margins neces- 
sary to support a direct sales 
1 force. 

The problem is complicated 
because many large customers 
lUrg dealing directly with toe 
manufacturer. By buying Tech- 
nology, ICL brought together 
in one step the dealer-only 
channel and toe manufactur- 
er’s direct channel. 

For significant sales 
accounts, ICL takes the lead 


CROSS BORDER M&A DEALS 


VALUE COMMENT 



Paving toe way for success: John Gardner (left) and Derek Lewis 

but passes the implemen- rethink and Technology was 
tation over to staff at Technol- integrated into the overall 
ogy once the contract is company structure: “It was 
signed. more a merger than an 

The company recently con- acquisition,” Mr Gardner says, 
eluded a deal worth £6m for ICL is now the sixth largest 
the supply of 2,000 Toshiba personal computer supplier in 
notebook computers to Nat- Europe. 

West Life Insurance. The ICL ICL, with turnover of £2.48bn 
a ccount handled toe sale; and pre-tax profits of £38.6m 
Technology staff are to imple- last year, is now developing its 
meat it business in three directions: 

The intention had been to computing services, business 
run the company as a separate solutions (including the main- 
division. but toe fracas with frame business) and volume 
IBM and Digital forced a products; the latter are the 


Bolt-on buy 

RBS continues 
US growth 

Ashley Group 
disposal 

Another ICS 
disposal 

Total cash 
consideration 

Australian non- 
core disposal 

Normandy 
Poseidon 
seftng stake 

FN3 continues 
international - 
is a ticn 

‘UnbeDevaMe* 
otter tor shell 

Rugging 
portfolio gap 
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The expansion and contraction of UK and US companies generated 
a number of last week’s cross-bonder mergers and acquisitions, 
writes Brian BoUen. 

Royal Bank of Scotland took another step forward in its tong- term 
strategic US expansion programme by agreeing to buy Boston Five 
Bancorp. Hanson described its purchase of Watt Housing 
Corporation in the US as a bolt-on acquisition as part of its 
continuing programme of expanding its core businesses. The latest 
deal in the telecommunications sector saw AT&T of the US buy 
Shaye Communications, the UK-based wireless telephony specialist. 

Siebe, tiie UK’s largest engineering business, strengthened its 
position in the temperature, appliance and industrial process control 
markets with the acquisition of two European controls companies. H 
is paying a total of about £25m for Eberte of Germany and Schmidt 
Amaturen of Austria. The week’s non-core and debt reduction 
disposals included the sale by Ashley Group of the UK of 
Distribuctones Gimenaz y Campania, a Spanish food retailing 
operation, to Parafax. The buyer is a Hong Kong company formed 
for the purpose of acquiring retail companies by a consortium of 
investors including Sir Ralph Halpem. Smith & Nephew completed 
the sale of its interest in Smith & Nephew Plastics in Australia as part 
of its strategy at conce nt r ati n g on its core worldwide health 
businesses. ICI completed the disposal of its Canadian-based 
nitrogen products business. 

Inchcape. the international services and marketing group, said it 
was moving into Turkey’s expanding market for consumer goods by 
taking a 55 per cent stake in Inchcape Retrans. 


responsibility of Te chnolo gy. 

personal computer manu- 
facturers these days are 
segmenting their product hues 
into systems which command 
premium prices - IBM’s 
re/2 line for example, and 
commodity systems which 
sell at the lowest possible 
prices. 

Last week ICL took a further 
step in acknowledging Use 
increasing tendency for com- 
puter hardware to b ecome a 
commodity product hy introdu- . 
cing a low cost version of Its 
high powered mid. range- 
machines which run toe Unix 
operating system. 

A typical Unix system setts 
for £250,000. ICh's value Sot 
money machine s - toe Techn- 
ic) range - sell for between 
£10,000 and £5 0,000, making 
Unix computing accessible to a 
broad range of small burJiiess 
customers. 

All ICL’s personal computer 
and Unix systems are h and led 
by Technology. The difference 
between a premium Unix com- 
puter and a Technicl p r oduct is 
simply packaging. The Techn- 
icl system comes in fixed con- 
figurations; it can be 
ordered, sold and delivered jn ; 
48 hours. 

The logical conclusion is that 
most of ICL's hardware will 
eventually be sold by Technol- 
ogy: “The sooner the better," 
Mr Lewis sa}^. 


Clyde Blowers 
acquisition 

Clyde Blowers has taken over 
Sturtevant Engineering in a 
deal worth £336,000 in cash. 

Sturtevant is based in 
Brighton and owns two trading 
subsidiaries known as Sturte- 
vant Engineering Systems and 
Sturtevant Engineering and 
Manufacturing. 

Clyde has bought 98.8 per 
cent of the ordinary and the 
whole of the preference capital. 

Pendragon 

The rights offer at 225p per 
share by Pendragon has been 
accepted in respect of 7.23m 
shares, or 942 per cent 
Shares not taken up were 
placed at a net premium of 
27.5p per share. Fully paid 
allotment letters are renounce- 
able up to May 6. 
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This advertisement is issued by Smith New Court Corporate Finance Limited, 
which is a member of the Securities and Futures Authority in compliance with the 
requirements ofTbc International Suvk Fi change of the Llnrtcd Kingdom and 
the Republic of Ireland Limited l "The Stock Fiehangc”). It docs not constitute 
an otter or an invitation to the public ro subscribe tor or to purchase any securities. 

Application has been made to the London Sleek. Etctangc tor aii uf rtte existing 
Ordinary shares of I Op each issued in the capital of the Company together with 
the New Ordinary shares to be admitted to the Official list. It is expected that 
such admission will become effective and that dealings in the existing Ordinary 
shares and the New Ordinary shares, nil paid, wil commence on 23 April. 1903. 
The esisri ng Ordinary shares have been dealt tn on the Unlisted Securities M arid 
since April 1983. 


BENSONS CRISPS pic 

( Cocotporatad in England with r t giun e d No. 1504188) 

Proposed 5 for 4 Rights Issue of 
10,210,190 New Ordinary shares at 58p per share 
Proposed Construction of New Factory 
Introduction to the Official List 
and Other Matters 
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No. Mu 

S.I6X.152 18.378342 


The principal activities of the Company arc to carry on business as producers, 
manufacturers and dealers in processes, foodstuffs and commodities gencrallv. 

Copies of the lasting Particulars dated b ApriL 1993 may be obtained during 
normal business hours ..m any weekday (excluding Saturdays and puHic holidays) 
up to and including 2 1 ApriL 1993 horn the Company Announcements Office. 
The London Stock Exchange Tower, Cape/ Court entrance, off Bartholomew 
Lane, London £C2 I by collection only) and up in and including 15 May, 1995 
ftomt 

Smith New Own Corporate Henry Cooke Corporate Bentons Crisps pic 
finance Limited finance Limited Marquis Street 

Smith New Court House I King Street KiiUum 

PO Box 295 Manchester MoO 3 AH Preston PR4 2HY 

20 Farringdron Road 

Imnkrn KC1M 3NH |9 April, 1993 


STEF ANa SPA 

RKilSTBlED OFFICES VIA PCGTIMA N. 85 ■ PONTE Dl HAVE (TSEVBOl. ETALY 
CAPITAL- STOCK. L7 1.500.000 000 RJUY PAD 
TREVISO OOWWHf REQSTBi N. 15578 TAX CODE Old I3N025I 
^ NOTICE Of STOCKHOLDERS' MEETING 
The Stockholders ore cofled to on Ordinary General Mealing to be held at 
(he Company's registered offices, VTo 'ftstomia 95, Ponte d! Pax* (Ttwrioi. 
Italy, on Aprfl 30. 1993, at 4 p m. or. in second calling, on May 1 4. 1 993. 
at the same place and lime. 

AGENDA 

ORDINARY MEETING 

11 Receive the Reports of ffio Board of Directors and Ihe Statutory Auditors 
for 1992: 

2) Receive Ihe financial statements as of December 31, 1992, and tekried 
proposed resolutions; 

3) (Elect the Board of Directors after determining the number of mem- 
wrs, 

4) Elect the Board of Statutory Auditors; 

5) Fix the emoluments of the Directors and the Statutory Auditors- 

6) Appoint independent auditor* to certify the fmancid statement of 
Compaq and the Group for the period 1993 - 1994 - 1995, as mm., 
mdby Proud * ntiol Decree 13ti dated M«ch 31.1975: fix the Zi 

5 tod *°Wers mm deposit iheir share 
the legally prescribed time limit, other at ihe Company's 

rostered offices or with one of the bants listed bdow- 

Banco Commercials Italian a. Ctedito Italiano. Banco di Roma ft™ 

SSL 


Bore* di Piava, 27 mva 1993. bdy 


The board of Oiredors 
Chair man 

G^JSffPESTEFANEL 
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rme Decor coming to 
market with £ 25 m tag 


J ‘ 3i.' V, 


By Richard Gourtay 

FINE DECOR, a maker of 
wallpaper which exports to 30 
countries, is set to come to the 
market in June through a plac- 
ing that will value it at £25m. 

The Cheshire-based company 
demerged from Boots in 1991 
via a management buy-out. six 
months after the chemist and 
DIY business acquired it as 
part of Ward White. 

Mr Harry Morgan, chief exec- 
utive, who spent 16 years with 
Unilever before joining the 
group, says Fine Decor has no 
pretensions to the exclusive 
market addressed by Coiefax & 
Fowler or Osborne & Little. 

“We are trying to appeal to 
the international -mass domes- 
tic market,* ‘he says. “The 
secret of our success is that we 
have identified areas of com- 
mon ground (in our export 
markets), in terms of design 
and colour." 

Given the sorry history of 
Coloroll - a company that 
looked very s imil ar to Fine 
Decor when it set out - Mr 


Morgan is also keen to scotch 
ideas that it will try to grow 

quickly through acquisition, 
although some of the proceeds 
win be used to that end. “It is 
not our intention to change the 
company other than its bal- 
ance sheet" 

Fine Decor will he mining to 
the market on the back of a 
forecast of interim results for 
the six months to July 1993. In 
the year to the end of January, 
sales increased 16 per cent to 
£33.2m and operating profits 
rose 83 per cent to £3m. Pre-tax 
profits were held back by the 
interest charge to £2.im. 

The company is raising 
about £10m though the float - 
half of it for existing Investors. 
The balance will repay the ram 
of MBO debt, leaving the group 
broadly cash neutral. The MBO 
team paid £9m for the busi- 
ness, what Mr Morgan calls “a 
1980's price in 1991". 

The MBO team will not be 
selling any shares and will end 
up with 20 per cent of the com- 
pany - down from 30 per cent 
just before the float 




Apax says price for 
Gabicci is too high 


By-Catherine MBton 

APAX Partners, a venture 
capital company, has with- 
drawn from talks on malting 
an offer for Gabicci, the casual 
clothing company which 
agreed last month to an all- 
share bid from Helene, the 
clothing distributor. 

The Helene bid is opposed by 
two dissident directors, Ms 
Ana Dodosh and Mr Gordon 
Lawrence, who have criticised 
the absence of a cash alterna- 
tive. They deny any associa- 
tion with the Apax initiative. 

ft is understood that Gabic- 
ci's former managing and 
finance director, Mr Michael 
Abrahams, was part of the 
management team leading the 
mooted manag ement buy-in. 

The Helene bid is 2.043 
shares for every Gabled share, 
and carried a value of about 
50p per Gabicci share against a 
closing price on Friday of 46p. 


“Apax withdrew basically 
because it had a look and it 
just felt for this kind of price 
it’s not worth it," said the com- 
pany. which had discussed a 
price of about 45p.. 

Mr Norman Fetterman, man- 
aging director of Helene, said 
his company held about 31 per 
cent of Gabicci as of last Fri- 
day. He added: “A number of 
institutional shareholders had 
been waiting to see what hap- 
pened to Apax.” 

Mr Jack Sofier, rhairmflTi of 
Gabicci. said he believed share- 
holders would now accept the 
Helene bid by the closing date 
next Wednesday: “There’s 
nothing else on the (able. They 
should all accept now." 

Mr Lawrence, described 
Alex’s departure as "a major 
disappointment". He believed 
Helene had not won as many 
acceptances as it had expected: 
“We still maintain the offer is 
not a good ona” 




Harry Morgan: no pretensions 
to the exclusive market 

About 40 per cent of Fine 
Decor's product is exported, 
most (o North America fol- 
lowed by the EC. 

Mr Morgan says the com- 
pany has grown despite the 
recession by taking market 
share, growing sales of coordi- 
nated textiles - which now 
appear alongside the wallpa- 
pers in the sample books - and 
by boosting sales of borders. 

The group has also sharply 
reduced its dependence on 
sales to FADS to only 20 per 
cent of total sales. 

Samuel Montagu is sponsor- 
ing the flotation. 




COMPANY NEWS: UK 


An acquisition with eastern promise 

shrugged 'Sflhe Judy Dempsey reports on BICC’s purchase of any other factory. 
1VX small demonstration KW q Kabel, Germany’s third largest cable maker thingisthatyouha ' 


M r DAVID Hingston 
shrugged off the 
small demonstration 
outside the factory gates of 
KWO Kabel, the east German 
cable maker which 8 ICC, the 
British-based cable and con- 
struction group, acquired in 
February. 

The demonstrators, led by IG 
Metal 1. Germany's giant engi- 
neering union, were demand- 
ing that employers honour a 
contract aimed at bringing 
eastern German wages up to 
western German levels by 
April 1994. 

As chairman of the manage- 
ment board of KWO, a factory 
located on the banks of the 
river Spree in KOpenick, east 
Berlin, Mr Hingston would pre- 
fer the timetable towards 
Income parity to be postponed. 
That would mean that he 
would not be obliged to pay his 
employees a 26 per cent pay 
increase this year as outlined 
in the contract 
But these, and other prob- 
lems, are now in the hands of 
Mr Rainer Hem maun, who 
BICC poached from Siemens, 
and who took over KWO's 
day-to-day operations in 
March. Mr Hingston. In the 
meantime, will turn his mind 
to BICC’s other international 
operations. 

Mr Hingston, who knew 
about KWO’s operations before 
German unification, had no 
illusions about the effort it 
would take to turn Che com- 


pany round. Before 1989. the 
Soviet and eastern European 
market accounted for the bulk 
of KWO's turnover. Monetary 
union in June 1990, and expo- 
sure to competition soon put 
paid to that market By Febru- 
ary 1992, trading losses totalled 
DM9m. 

Despite the collapse of the 
Soviet market, and trading 
losses. BICC decided to buy 
KWO In late- 1991 after a west- 
ern German company lost 
interest. KWO had been taken 
over in 1990 by the Treuhand, 
the agency responsible for the 
privatisation of the eastern 
German economy, which 
reduced its workforce from 
9,500 to 3,800. 

BICC took the plunge for two 
reasons: it believes that east- 
ern Europe will eventually 
develop a vast market for tele- 
communications and cable 
power equipment, making 
KWO's traditional links in the 
region invaluable. More impor- 
tantly. BICC wants a much big- 
ger foothold in the German 
market. 

But the negotiations with the 
Treuhand were long. There 
were many property claims on 
the four sites which BICC 
eventually bought. Sven 
though BICC, as an investor, 
had priority over claims 


registered by former owners, 
the Treuhand, and the city of 
Berlin, wanted watertight 
assurances that BICC was 
not buying for the “quick 
buck". 

“Some people In the Treu- 
hand were obsessed about 
property speculators. I think 
they had gotten their fingers 
burnt before. They needed a lot 
of convincing that we would 
not shell the site, and then sell 
it for a big profit 

I n the end. because we were 
going to rationalise our 
operations, which meant 
we only needed 105,000 square 
metres of the 230,000 square 
metres we bought, it was 
agreed that we would offer 
any excess land back to the 
city of Berlin at the price we 
paid for it, plus inflation." 
explained Mr Hingston. BICC 
paid an estimated DM63m for 

KWO. 

Another lesson BICC learnt 
in the process of trying to 
complete the KWO deal 
was the importance of detail. 
“No foreign company should 
apply for planning per- 
mission with vague outlines. 
Detail is a premium in 
this country,” said Mr Hings- 
ton. Patience with the bureau- 
cracy is another necessary 


virtue, quipped a BICC senior 
official. 

BICC completed the acquisi- 
tion of KWO in March, almost 
a year since it started negotia- 
tions, which at that time, gave 
it the right to manage the 
company. 

Under the terms of the con- 
tract. BICC is committed to 
investing DM80m (excluding 
grants) until 1994, and it is 
entitled to obtain grants from 
the Senate of Berlin of about 23 
per cent of the capital costs. In 
addition, BICC will receive an 
8 per cent investment premium 
from the government for fixed 
production costs. 

BICC is also committed to 
employing a total of 2^00 peo- 
ple until the end of 1994. Mr 
Hingston says there is still a 
small amount of unemploy- 
ment. “We have nearly reached 
our target of 2,200." The 
Treuhand subsidised excess 
labour until last October. 
It will meet redundancy 
costs until the middle of tins 
year. 

Rationalisation has been 
completed. Mr John Wood- 
thorpe, director of strategic 
planning at Kdpenick, says 
KWO has now been divided 
into three divisions - energy 
cables, telecommunications, 
and material. 


Total assets Ptas 9,717,131 
million * 


“KWO. in principle, is like 
any other factory. The only 
thing is that you have to make 
an allowance for the past 40 
years: the staff has to appreci- 
ate the value of profit, money, 
property, and above all. the 
importance of the consumer,” 
said Mr Hingston. 

Needless to say. the market- 
ing department has been over- 
hauled. “Before 1988. there was 
a sales department of 30 peo- 
ple, who we still employ. They 
were instructed in one style of 
marketing: they had to visit 
the shops, check the stock, and 
then tell the retailers what 
they could and could not have. 
That was what was known as 
marketing . . ." explained Mr 
Hingston. 


A s a result of training, 
and a smaller work- 
force. sales per person 
have doubled over the past 
year, and productivity has 
risen from about 35 per cent to 
65 per cent. 

By the end of 1992, turnover 
amounted to DM320m, and 
could reach DM400m this year. 
Germany, and European Com- 
munity countries, already 
account for 80 per cent of turn- 
over. 

But there are signs that 
KWO's market in the former 
Soviet Union is reviving. And 
most important of all, there is 
even talk of a “small profit" for 
1993. "Things are improving," 
said Mr Hingston. 
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This week’s topics: 

Highest Paid Bosses: U.S. And Japan 
Korea's Operation Clean Sweep 
Toyota's Sinking U.S.Feeling 
Hie Amazing New Micromachines 
Hungary's Goulash Privatization 

(For subscriptions: From UK call 0628 • 23431) 

Now available at your newsstand! 


BusinessWeek International 
14 av (TOuchf. CH-1006 Lausanne Tel. 41-21-817-4411 
for subscripts call UK <4-628.23431 Hona Kong 858-523-2839 
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COMPANIES AND FINANCE 



IBM prepares to launch 
$4.6bn syndicated loan 


By Sara Webb 


IBM, the world's largest 
computer manufacturer, and 
IBM Credit C-orp. Its leasing 
subsidiary, are preparing to 
launch a $4.6bn syndicated 
loan, according to banking 
sources. 

The financing, in the form of 
a revolting credit facility, is 
being arranged by Credit Sui- 
sse First Boston. 

The company is currently 
approaching its key relation- 
ship banks in the hope of 
obtaining commitments of 
around 5500m from each of 
them. 

The deal may be launched as 
early as this week. 

Officials at LBM refused to 


confirm the transaction but, 
according to bankers involved 
in the deal, IBM itself is setting 
up a $3bn line, while IBM 
Credit Corp. its wholly-owned 
leasing organisation, has 
access to a further $l.6bn. 

Each portion is understood 
to consist of 364-day and 
three-year tranches. A revolv- 
ing credit is a loan facility 
which can be repaid and re- 
borrowed throughout its life- 
time. 

Both IBM and IBM Credit 
Corp are famili ar borrowers in 
the public markets where they 
have launched bond issues. 
However, bankers point out 
that this loan would be IBM’s 
debut in the syndicated loans 
market. IBM Credit Corp 


launched a 5500m, five-year 
revolving credit in 1986 which 
was arranged by Salomon 
Brothers. 

Last month. Moody's, the 
international credit rating 
agency, downgraded IBM's 
long-term debt as well as that 
of its financially-supported 
wholly-owned subsidiaries. 
IBM Credit, IBM International 
Finance and IBM Japan, to Sin- 
gle-Al from Doub!e-A2. The 
downgrading affected about 
S18bn of debt, the agency 
said. 

IBM reported a net loss of 
$4.97bn for 1992, the biggest 
annual loss in its history, as 
sales of mainframe computers 
dropped sharply In the fourth 
quarter. 


Cartel body 
rejects ZF 
takeover of 
GM division 


Alberta sells stake in Energy unit 


THE German Federal Cartel 
Office has rejected the planned 
takeover of General Motors' 
Allison transmission division 
by Zahnradfabrik Friedri- 
chsbafen, the German automo- 
tive supplier. Renter reports 
from Berlin. 

The takeover would have 
created a leading business 
worldwide in terms of its 
range, technological compe- 
tence and its service and sales 
network, the office said. 


Europa Metalli tumbles Into red 

^ . , .MiiiriHnn he Fiat 
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By Haig Simorrian in Milan 


By Robert Gibbons 
In Montreal 


THE ALBERTA government is 
selling its 36 per cent interest 
in Alberta Energy, the Cana- 
dian resource company, for 
C$476m iUSS378ny. 

Mr Peter Lougheed. former 
Alberta premier, set up AEC 
20 years ago, when oil and 
gas prices were booming. 
as a vehicle for Albertans to 


share in the prosperity. About 
7.5m shares were sold at C$10 
each to Alberta residents. 

The 36 per cent interest is 
held by the Alberta Heritage 
Fund, a CSTbn investment pool 
set up by Mr Lougheed to 
invest excess oil and gas tax 
revenues after the energy cri- 
sis in the 1970s. 

About 25m shares are to be 
offered at CS19 each with pay- 
ment of C$9.50 each on May 11 


next and May 11 1994. Alber- 
tans are being offered 40 per 
cent of the block. 

AEC stock closed at C$19 1 /' 
on Friday, up from a 52-week 
low of CS9M with the tum- 
round in the oil and gas indus- 
try and a better outlook for the 
company's newsprint invest- 
ment. 

The company swung back to 
strong profitability last 
year. 


It added that ZF was a lead- 
ing international supplier of 
drive, steering and wheel tech- 
nology with group turnover of 
almost DM6bn i$3.7bn), while 
Allison's domestic sales made 
up :>nlv l per cent of its total 
turnover of more than 5800m. 

Y.ito the strong market posi- 
tive. cf ZF and the already high 
degree of concentration, any 
further amalgamation would 
have represented a consider- 
able deterioration in competi- 
tion. the office maintained. 

It said ZF had already 
announced it would appeal Dr 
Klaus Bleyer. chief executive, 
of ZF. said the deal promoted 
“ZF's long-term strategy of pro- 
viding world-class powertrain 
products to a global customer 
base*". 


EUROPA Metalli. the 
industrial arm of Societa 
Metallurgies Italians. Europe's 
biggest maker of semi-Buis bed 
copper and alloy products, 
plunged to a L67.4bn <S44m) 
loss last year awing to the 
recession and problems at its 
big French subsidiary. 

In 1991, net profits at the 
company, which controls 
Kabelmetal in Germany and 
Tr£flm£iaux in France, 
amounted to LlO-Stm. 

Sales in 1992 rose by about 3 
per cent to L3,112bn, based on 
average exchange rates for the 
year. However, the decline in 


demand was reflected in turn- 
over in Ecu terms, which fell 
bv about 0.5 per cent 

Mr Luigi Orlando, chairman 
and main shareholder, attri- 
buted the sharp fall in earn- 
ings to financial factors and 
the recession. Extraordinary 
items in 1992 resulted in a loss 
of L3.2bn, compared with earn- 
ings of L32hn in 1991. 

Operations in France 
reported a heavy loss, while 
activities in Germany, which 
had buoyed other parts of the 
group, also witnessed a down- 
turn in the second halt Mean- 
while, the group’s defence busi- 
ness, principally ammunition, 
remained heavily in the red 


owing to stagnant demand. 

The group forecast an 
upturn this year thanks to a 
restructuring plan involving 
investments of LlaObn over 
the next two years to improve 
productivity and product qual- 
ity, and lift sales. It also plans 
to cut its workforce, now about 
11,000- by 14 per cent, with 
the sharpest reductions ui 
France. 

Net group debt rose to 
Ll,043bn from L863bn in 1991. 
although much of the increase 
was due to exchange rate 
factors. 

• New Holland, the farm and 
construction equipment 
business formed from the 


acquisition by Fiat of Fort’s 
New Holland subsidiary,; • 
buying 50 per cent of Fabrics 
de Tractores Agricolas, ateed- 
ing Mexican farm equipUMau . 
maker. 7 -.r 

No price for the deal has 
been revealed. FTA. owned by ; 
the Mexican Barrera jgrbap^ 
had sales of about gZOOm last 
year and controls around 
per cent of the Mexican fina! 
equipment market. • v 

The deal envisages the trans- 
fer of Fiat technology to FTA.. 
for tractors of between 65-108' 
horsepower and offers FTA 
access to the international . - 
New Holland sales wtwdrkfor pi 
its products. ^ 


Oce-van der Grinten falls 50% 


By Ronald van de Krol 
in Amsterdam 


OCE-VAN der Grinten, the 
Dutch office equipment and 
photocopier maker, saw net 
profit tumble by nearly 50 
per cent in the 1992-1993 
first quarter as the economic 
slowdown in Europe hit 
sales. 

Net profit was virtually 
halved to FI 10.8m (S6.0m) 
from FI 21.1m a year earlier. 

Sales were down 7 per cent 
at FI 609.2m, with European 
sales in particular under 
pressure because of generally 


weak economic conditions. 

In the US. sales and profits 
rose, the company said. 

Operating profit plummeted 
by 56 per cent to FI 14.6m, 
though this was partly bal- 
anced by a rise of more than 
one-third in interest income 
from finan cial leases to FI 22m. 
However, the higher trend in 
financial leases also caused fin- 
ancing charges to rise by FI 3m 
to FI 23.30. 

In the engineering system 
market, encompassing both 
copying and plotting equip- 
ment, sales tumbled by more 
than :C per cent. 


Oce said it expected several 
new machines launched 
recently at the Hanover Fair 
to make a "clear contribution'' 
to sales in the second 
half. 

In office copying and print- 
ing equipment, the sales 
decline was more moderate, at 
3 per cent 

The company did not com- 
ment on the outlook far profits 
later this year. In February, 
Oce had warned it expected to 
see lower results in the first 
six months of 1992-1933 and an 
improvement in the second 
half. 


Profits climb 
at Sophus 
Berendsen 


Sappi beats 
expectations 
and pays 
dividend 


By PWfip Gawitfi 
in Johannesburg 


Balancing safety and. performance in institutional find management calls 
for considerable discipline. 


By Xueling Lin 
in Copenhagen 


To succeed 
1 in delivering both 
; stability and a 
; substantial return. 

: a private banker 
; must bring together 
j first-class specialists 



including asset 
managers , economists. 
\ financial analysts 
and tax experts. 

He devotes 
his time exclusively 
to management 
of the fund. 

A client's confidence 
has to be earned. 

At this level of 
responsibility 
there is only room 


SOPHUS Berendsen, the 
Danish conglomerate that con- 
trols the UK pest control group 
Rentokil, increased pre-tax 
profits by 18.6 per cent to 
about DKrI.2bn ($I94m) for 
1992. 

The group’s turnover was 
significantly affected by the 
strength of the Danish krone. 

Sales for 1992 increased by 
4.2 per cent to DKr7.4bn. At 
1991 year-end exchange rates, 
turnover would have been 
DKifibn. an increase of 13 per 
cent On the previous year. 

Mr Hans Werdelin, Sophus 
Berendsen’s chief executive, 
added that sales for the Rento- 
kil group increased by 19.8 per 
cent to £465m ($7Q2m) for 1992, 
but translated into Danish kro- 
ner the increase was only 2.7 
per cent to DKr4.4bn. 

Earlier this month the Dan- 
ish group took over the Quid 
power division of Lucas Indus- 
tries in Canada. The acquisi- 
tion makes Sophus Berendsen 
one of the world's largest 
autonomous distributors of 
fluid power products. 


SAPPI. the forest products 
group in the Gencor stable, 
surprised the market with bet 
ter- than-e x pected results for 
the year to February and with, 
a final dividend cut of only -a . 
third, following predictions It 
would be passed. 

The final dividend was 
reduced to 80 cents per share 
from 220 cents, bringing, the. 
payment for the year to 160 
cents - a cut of 20 per cent on 
the 1992 figure. 

Mr Eugene van As. executive 
chairman, said Sappi, which 
derives 63 per cent of its turn- 
over overseas - had suffered, 
from the turmoil in European 
currency markets which had 
driven world paper and pulp 
prices to uneconomic levels. 

He added that the adverse 
trading conditions had hit all 
areas of the group's operations, 
offsetting improved production 
volumes and better productiv- 
ity across the group. 

Mr van As said unit costs 
had risen by only 2 per cent 
during the year. Profits, how- 
ever. suffered from the weak 
export climate, lack of domes- 
tic economic growth and politi- 
cal uncertainty. 

Hannover Papier, the Ger- 
man coated wood-free paper 
manufacturer, acquired last 
May, suffered from the reces- 
sion and adverse exchange rate 
fluctuations. Mr Van As said it 
would achieve results dose to 
break-even in the year under 
review. Sappi Europe, which 
holds Sappi’s UK mills, made a 
loss while Sappi Trading, the 
international trading arm, 
traded profitably. 

Turnover for the year rose 
by 28.5 per cent to R4.7bn, . 
reflecting for the first time the 
inclusion, for six months, of 
Hannover Papier. 


First Boston and Merrill 
Lynch win YPF mandate 


By John Barham 
in Buenos Aires 



Groupement des Banquiers Prives Genevois 

A vision of liberty 


In Geneva: 

BOSDIER & Cie - DARIER, HENTSCH & Cie - LOMBARD, ODDER & Gie - MERABAUD & Cie - PICTET & Cie 

0844) (1796) (1798) (1819) 
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FIRST BOSTON and Merrill 
Lynch, the US investment 
banks, have won the mandate 
to act as global co-ordinators 
in the privatisation of YPF, 
Argentina’s national ofl. com- 
pany. The sell-otX will be 
Argentina’s largest privatisa- 
tion. 

Mr Daniel Marx, Argentina's 
top financial negotiator, snirf 
no decision had yet been tahnn 
on the price or amount of 
shares to be included in the 
initial public offering. The 
offering is planned for June or 
July. 


YPF has an estimated net 
worth of S8bn and the govern- 
ment will sell 70 per cent of the 
company in stages. 

The First Boston- Merrill 
Lynch team was widely expec- 
ted to win the privatisation 
mandate after it won a con- 
tract last year to join a team of 
consultants and auditors to 
prepare YPF for an initial pub- 
lic offering. 

First Boston has been 
heavily involved in Argen- 
tina's privatisation pro- 
gramme, usually in alliance 
with other banks. Together 
with Kle inwort Benson of the 
UK, It is advising on the sale of 
hydroelectric companies. 
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INTERNATIONAL CAPITAL MARKETS 


international n«T mq 


French franc Eurobonds attract strong interest 


STRONG international interest in 
French franc Eurobonds is being 
fuelled by the likelihood o£ further 

cuts - Real Merest 

rates m France are among the high- 

rat in Europe, and the strength of 
the franc since the elections has 
restored confidence in the currency 
New issue volume has already 
reached FFrfiObn so far this year 
almost half of last year's total" 
according to IFR Securities Data. ' 
With rates set to fall further. 


some borrowers may bide their 
time. But further cuts are likely to 
have limited impact on the long end 
Of the market, as the yield curve is 
widely expected to steepen. 

Several French borrowers are 
looking at the long end, following a 
highly successful 19-year issue by 
Electricite de France last week. 

"There has been consistent 
demand at the Long end of the mar- 
ket, while buying at the short end is 
more speculative." said Mr Luc Car- 


dyn. head of syndicate at Banque 
Paribas. 

The anticipated cuts are expected 
to complete the transformation of 
the yield curve from negative to 
positive, making the market easier 
to trade. Currently, a trader holding 
10-year French bonds yielding, say. 
VA per cent, has to fund that posi- 
tion in the money market at, say. 9 
per cent. This is called a negative 
cost of carry and it deters traders 
from holding inventory. 


Signs of revival in syndication sector 

A l<lt I V'livr ; _ _ .« >> 


ACTIVITY in the syndicated loans 
market is starting to pick up with 
several European borrowers waiting 
to tap the market, according to 
bankers. 

Ayuntamien to de Madrid, the 
Madrid council, is launching a deal 
expected to raise about DMl60m to 
finance its 1993 capita/ expenditure 
programme. It is being lead- 
managed by Banco Central His- 
pano, Sumitomo and West LB. 

The six-year deal has a margin of 
27.5 basis points over D-Mark Libor, 
which some European bankers 
regard as tight pricing. 

However, others point out that 


pricing on loans has already started 
to edge lower. 

Another Spanish borrower, the 
motorway operator Aumar. is also 
expected to tap the market soon 
with a deal of between $80m and 
$lQ0m. 

J-P. Morgan expects to launch its 
$500m deal for Vattenfall, the Swed- 
ish power group, this week. The 
deal is a five-year loan priced at 40 
basis points over Libor, with a com- 
mitment fee of 20 basis points on 
the undrawn amount. 

• Investcorp, the Arab-led invest- 
ment consortium, has signed a 
$330m loan facility, its largest to 


date, which will be used partly to 
refinance a 5250m revolving credit 
as well as to provide additional 
funds for general corporate 
purposes. 

The deal, arranged by Bankers 
Trust International and Chemical 
Bank, is a three-year term loan with 
a margin of 87-5 basis points over 
Libor. There is a commitment fee of 
37 j basis points on the undrawn 
balance, and management fees 
range from 45 basis points for par- 
ticipants to 80 basis points for 
senior lead managers. 

Sara Webb 


Foreign borrowers have been 
encouraged by the narrowing of the 
yield differential between German 
bunds and French OATs. which is 
at a historically tight 50 basis points 
for 10-year bonds. 

This means some sovereign bor- 
rowers, which had found the mar- 
ket too expensive, are now reconsid- 
ering. However, there is still a lack 
of swap opportunities in the French 
market, which is likely to deter bor- 
rowers who do not want to take 
French francs. 

Nevertheless, the recent decline 
in rates has encouraged Spain to 
look again at the market, with a 
view to raising 29-year funds, with- 
out swapping the proceeds, bankers 
said. Other sovereign borrowers, 
such as Finland and Sweden, have 
also been eyeing the market. 

But the French market is less 
dependent than most on attracting 
foreign borrowers, since it boasts a 
wealth of strongly-rated French bor- 
rowers with a heavy requirement 
for French franc funding, mainl y 
state-owned monopolies and finan- 
cial agencies. 

The existence of a core of French 
borrowers has helped establish a 
strong domestic market. But the 
strength of investor demand from 
overseas investors has shifted atten- 


NEW INTERNATIONAL BOND ISSUES 
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tion from the domestic market. 

So far this year, there has been 
FFr46bn worth of domestic issues, 
compared with FFr52bn during the 
same period last year, according to 
Credit Commercial de France. 

Stronger demand from interna- 
tional investors has caused a tight- 
ening of yield spreads in the Euro- 
bond market relative to the 
domestic market. 

Dealers said that new issues in 
the Eurobond market can be 
launched as much as five basis 
points tighter than in the domestic 
market In spite of the potentially 
higher cost, the European Invest- 
ment Bank is expected to launch a 
domestic issue this week. 

In practice, the dividing line 
between international and domestic 
issues has been largely eroded, as 
many overseas institutions now buy 
both Eurobonds and domestic 
bonds. The main technical differ- 
ence between the two markets is 
that Eurobonds are in bearer form 
and domestic bonds are registered. 
More importantly, Eurobonds can- 
not be marketed by French banks 
through their retail networks, so 
domestic bonds are more widely 
held by small investors. 

Tracy Corrigan 
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RISK AND REWARD 

High-tech path to 
holy grail may lead 
up a blind alley 


j IN obscure comers 
jwk JB of the investment 
' 1 2^ 1 world in the US and 
the UK. the first 
products of a new 
W generation of invest- 
meat technology are 
rfjjjf being put to the 

8BK test. Experience 

seems to have been 

mixed, in spite of the claims of 
enthusiasts. Even the experts dis- 
agree on whether the latest think- 
ing is leading down a blind alley, or 
whether it will open the way to the 
holy grail of investment manage- 
ment - higher returns without 
higher risks. 

The latest products revolve 
around so-called ^non-linear” meth- 
ods of analysing economic and 
financial data. Traditional statisti- 
cal methods - the son of proce- 
dures underpinning most quantita- 
tive investment models, which 
attempt to predict movements in 
financial markets based on histori- 
cal data - have several flaws. 

Perhaps the most serious is that 
the relationship between market 
prices, and the factors that deter- 
mine them, changes over time. The 
only sure thing is that what hap- 
pened before will not happen the 
same way again. 

Theories and techniques devel- 
oped in branches of science far 
removed from the financial markets 
are now being brought into play. To 
orthodox capital market thinkers, 
they are based on a heresy: that 
market prices do not follow a “ran- 
dom walk”, where it is impossible 
to tell from the last price what the 
next one will be. 

The approaches being used 
include the use of “neural net- 
works” (networks of computer pro- 
cessing units whose interaction is 
meant to replicate the learning pro- 
cess of the human brain) and 
“genetic algorithms" (a method of 
generating better hypotheses about 
how markets work by starting with 
a wide range of assumptions and 
using them to “evolve” new and 
better views). Chaos theory - which 
holds that it is often possible to 
identify short-term patterns in 
apparently random data - is also 
being put to work. 

The first products of this thinking 
are finding their way out of acade- 
mia and research labs and into 
investment management and trad- 
ing houses. The UK's Department of 


Trade and Industry last month 
agreed to fund a Elm “club” aimed 
at finding financial market applica- 
tions for work on neural networks 
being undertaken at University Col- 
lege. London. 

Several investment houses, 
including County NatWest Invest- 
ment Management, have shown an 
interest. Citibank in London has 
been investigating the use of such 
methods for foreign exchange trad- 
ing since the late 1980s. 

Mr Paul Refenes of UCL says a 
New England insurance company 
using a fixed-income fund manage- 
ment model since late last year has 
outperformed the J.P. Morgan world 
government bond index by a factor 
of two. 

The Prediction Company in Santa 
Fe is typical of the new rash of 
hopefuls. Formed by experts from 
the physical sciences less than two 
years ago. it has received backing 
from O’Connor, the Chicago-based 
derivatives firm, to develop new 
investment management 
approaches. 

The question posed by each of 
these is the same: is there a pattern 
or structure to movements in finan- 
cial markets that can be isolated 
and used as the basis for invest- 
ment or trading? Mr Ben Peters of 
PanAgora, a Boston-based asset 
management company, claims stock 
markets move in clear cycles - four 
years in the US and Japan, two and 
a half in the UK and six in Ger- 
many. Foreign exchange markets, 
though, are closer to the “random 
walk”, though with certain biases 
reflecting central bank steering of 
rates. 

“It is still an open question 
whether the structure in financial 
data is caused by chaos or some 
other underlying factor." says Mr 
Norman Packard of The Prediction 
Company, which has concentrated 
on foreign exchange and futures 
markets. 

Ironically, the current generation 
of technical trading models may 
give the “rocket scientists" some- 
thing to feed off. Markets where 
technical trading plays a large part, 
such as the futures markets, might 
show a clearer structure than oth- 
ers. says Mr Packard. 

The same could be true of indexa- 
tion and active quantitative invest- 
ment management. 

Richard Waters 
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Fortis recorded very good results in T992. The fuD-year projection expressed at the beginning if pWerobfir. 
has been more than achievecL-Due^n achsinge in the accounting principles, .lass prdft ywM.be recorded 
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A CREATIVE APPROACH 

to meet international investor demand: 
Step-Up Recovery Floating Rate Notes, 
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International Bank for 
Reconstruction and Development 
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UK GILTS 


INTERNATIONAL CAPITAL MARKETS 

i US MONEY AND CREDIT 


Inflationary pressures cloud over the sector 


WORRIES about demand 
pressures took centre stage on 
the back of higher-than-expec- 
ted inflation data. 

The Crowns in the bond mar- 
ket are likely to perplex many 
consumers and industrialists 
who still see little sign of any 
UK recovery. None the Jess, 
talk of a return to UK growth 
later this year, and its effect on 
depressing bond prices, has 
become a feature in the finan- 
cial community. 

Accordingly, after months in 
which gilt investors were 
extremely relaxed about possi- 
ble inflationary pressures, the 
market was taken aback by the 
announcement on Friday that 
the retail prices index rose in 
the year to last month by 1.9 
per cent, from l.S per cent in 
February. 

More frissons of concern 
were sparked by news that the 
underlying measure of infla- 
tion, as registered by tbe RPI 
less mortgage costs, rose to a 


year -on-year 3.5 per cent Last 
month from 3.4 per cent the 
month before. 

Long-dated gilts lost about 1 
point on the day, with investor 
sentiment being further damp- 
ened by the Bank of England's 
announcement that it will auc- 
tion a further tranche of gilts 
on April 28. when the conven- 
tional stock on offer will have 
a maturity between 1996 and 
1999. 

The Bank will announce fur- 
ther details tomorrow. Many 
are assuming that it will sell 
between £2bn and £3bn of rela- 
tively short-dated stock as part 
of the effort of funding this 
financial year's government 
deficit, expected to be about 
£50bn. 

Over the week as a whole, 
gilts at both ends of the yield 
curve were pushed up. by 
about 20 basis points for 
short-dated maturities and 
roughly half that at the long 
end. The yield on a 10-year gilt 
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was quoted on Friday night 
at just above 8 per cent, 
after a long spell at lower 
levels. 

The changes during the week 
at the short end of the 
curve were due largely to 
impressions that, with a 
□umber of signs of increased 
demand pressures, tbe UK gov- 


ernment was unlikely to sanc- 
tion an imminent cut in base 
rates from 6 per cent. 

Indeed, in money markets on 
Friday there was even talk, 
somewhat far-fetched on the 
grounds of the subdued state of 
much of the economy, about 
the need for a base rate rise in 
order to stem possible infla- 
tionary pressures. 

According to Mr Simon Bris- 
coe. an economist at Midland 
Global Markets, the inflation 
figures were “quite worrying' - . 
Many in financial markets 
believe the government might 
be forced to abandon its target 
of keeping underlying inflation 
at below 4 per cent. 

That is even though the 
introduction this financial year 
of the council tax as opposed to 
the more expensive poll tax is 
expected to reduce the tax bur- 
den on the average household 
and thus help to put a ceiling 
on the measure for underlying 
inflation. 


BELGIAN GOVERNMENT BONDS 


Investors sense stark sentiment change 


FOR THE first time in years, 
uncertainty, scourge of the 
financial markets, is stalking 
Belgian government bonds. 

The change in sentiment is 
all the more striking because it 
followed a new year surge of 
investment, encouraged by the 
authorities' informal commit- 
ment to keep the franc close to 
the D-Mark- By January, the 
yield on the 10-year Belgian 
benchmark band had narrowed 
to 40 basis points over its Ger- 
man equivalent, compared to a 
spread of more than 120 basis 
points last August. 

But speculative challenges to 
the currency in February 
shook the Belgian franc's repu- 
tation as a surrogate for the 
D-Mark. Then, at the end of 
last month. Belgium's fragile 
centre-left coalition submitted 
its resignation after failing to 
agree on how to curb the grow- 
ing budget deficit. 

In the event it took only a 
week for Afr Jean-Luc 
Dehaene, the prime minister, 
to forge a new agreement on 
austerity budget measures, 
aimed at raising or saving 
some BFri I3bn up to tbe end 
of next year. The Belgian 


National Bank, keen to revive 
confidence, was able to drop 
interest rates back to below 
pre-crisis levels. 

But although the govern- 
ment has avoided elections and 
agreed an austerity package, 
the bond market could take 
much longer to recover. 

Belgium is a small country, 
often riven by disputes 
between Dutch-speaking Flem- 
ings and French-speaking Wal- 
loons. In theory, its financial 
markets are accustomed to 
political turmoil. What makes 
the latest crisis different is 
that it has drawn investors' 
attention to worsening public 
finances, and has raised ques- 
tions about the federal future 
of the country. 

Belgium's budget deficit last 
year rose to BFr485bn. or 6.9 
per cent of gross domestic 
product. Other economic indi- 
cators - such as inflation and 
current account surplus - look 
healthy, but analysts expect 
total government debt to 
increase by at least tbe same 
amount again this year. 

Meanwhile, plans to devolve 
more powers to Belgium's 
regions have raised fears that 


regional governments will 
allow debt to spiral out of con- 
trol, and increase the possibil- 
ity of Belgium splitting into 
two or more feuding regions. 

In fact, the constitutional 
reform proposals which are 
passing through the national 
parliament will hardly alter 
the central state's control over 
public finances. But the effect 
on bond market sentiment has 
been dramatic. The yield 
spread on tbe 10-year bond 
rose to SO basis points over tbe 
German 10-year bond at the 
height of the crisis, slipping 
back to SO basis points by last 
week. 

The question is whether tbe 
government's austerity pack- 
age will bring the deficit down 
to 5.8 per cent of GDP this year 
and 4.7 per cent next, as it has 
forecast. Analysts think not. 
They fear some of the most 
important measures will not be 
Implemented quickly enough 
to put Belgium back in line 
with the EC’s target for mone- 
tary union of a 3 per cent defi- 
cit-to-GDP ratio by 1996. 

J.P. Morgan warns that yield 
differentials with Germany 
could return to three figures. “I 


don't see a lot of upside poten- 
tial. and a lot of downside if 
things are seen to be going 
wrong." says Mr Jacques Lon- 
gerstaey. bead of bond sales 
and trading with J.P. Morgan 
in Brussels. 

On the other hand. Mr Roger 
Rosier of the Belgian bank. 
Generate de Banque. believes 
an 80 basis point spread over 
German bonds makes Belgian 
government bonds quite attrac- 
tive. But he agrees the yield 
spread is unlikely to narrow to 
less than 75 basis points, and 
could rise as high as 100 in the 
coming months. 

In the meantime, the govern- 
ment is not afraid to introduce 
two new bonds at its next auc- 
tion on April 22. One of those - 
carrying a 7 per cent coupon 
and maturing in 2004 - is 
expected to become the new 
benchmark 10-year bond. 

As Mr Rosier of Generate de 
Banque points out; “It's obvi- 
ous that the mini-crisis we 
have seen has raised certain 
questions. People will defi- 
nitely watch what's going on 
very closely in future.” 


Mr Leo Doyle, an economist 
with. Kteinwort Benson, said be 
was particularly concerned 
about the increase in prices of 
items such as household goods, 
clothing and footwear. 

Clothing and footwear prices 
rose by 15 per cent in March 
from February after a 1.8 per 
cent month-on-momh rise in 
February, underlining that 
shopkeepers are feeling more 
relaxed about increasing prices 
in a bid to rebuild profit mar- 
gins. 

Food prices have also been 
pushed up. partly due to the 
devaluation of the green pound 
following the UK's departure 
from the European exchange 
rate mechanism. Meanwhile, 
the signs of improved eco- 
nomic activity, including 
higher house sales and a 4.5 
per cent year-on -year rise in 
the week to April 14 of notes 
and coins in circulation, may 
have given a general boost to 
price pressures throughout the 
economy. 

Even so. concern about infla- 
tion may be slightly overdose. 

According to a Midland infla- ■ 
tion index, which strips out 
erratic changes in prices and ■ 
accounts for about 75 per cent 
of the RPL underlying inflation 
has increased from a year-on- ; 
year 2.5 per cent in January to 
25 per cent in March. How- ‘ 
ever, in September last year 
inflation on this measure was I 
3.7 per cent and in October it 
was 3.4 per cent. 
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Calm returns as fears 
of reflation dissipate 


Peter Marsh 


i INVESTORS in US Treasury 
bonds have calmed down over 
zhe past 10 days. 

Their exaggerated and mis- 
taken fear of reflationary pres- 
sures - based on scattered 
price statistics, overdone con- 
cern about the impact of the 
Clinton administration's fiscal 
stimulus package and a belief 
the US economic recovery was 
getting stronger - has dissi- 
pated. 

As the inflation concerns 
have subsided, the market has 
entered another rally cycle, 
although this is one in which 
price and yield movements 
occur amid relatively thin and 
choppy trading volumes. 

The market's fears of infla- 
tionary pressure have, among 
other things, been assuaged by 
new consumer price statistics 
and the statement last week of 
President Bill Clinton's willing- 
ness to cut by 25 per cent the 
sice of his proposed fiscal stim- 
ulus package. 

It now seems inevitable that 
the size of the public spending 
package Hill be substantially 
cut. TTie broader view of some 
economists - that the US econ- 
omy's recovery may be picking 
up but remains fragile - would 
explain why the danger of 
reflation has been overdone. 

A more considered analysis 
of the US economy suggests 
structural problems in the 
financial services and manu- 
facturing sectors are being 


addressed, but slowly; that 
consumer confidence has by no 
means returned in any great 
measure; that the US housing 
and commercial property mar- 
kets remain weak and bumpy; 
and that tbe US trade deficit 
cannot be easily vanquished in 
the near term, and certainly 
not during a period of eco- 
nomic weakness in Japan and 
protracted recession in Europe. 

But the Treasury sector is a 
market which is almost always 
governed by knee-jerk reac- 
tions. 

On Friday, the price of the 
30-year benchmark Treasury 
bond declined by A of a point, 
to yield 6.75 per cent, only 
slightly above the 6.71 per cent 
level of Thursday, which was 
the lowest yield for the 30-year 
paper in 16 years. Although 
trading volume was reported to 
be thin. Friday's yield was 
none the less 20 basis points 
lower than the previous week’s 
level, which was a substantial 
improvement for investors. 

This week the menu of sta- 
tistics to be digested by bond 
traders will include tomorrow's 
figures on US housing starts in 
March; no great change is 
expected from the previous 
month's 1.19m units. 

Durable goods orders in 
March will be disclosed on Fri- 
day, and are expected to be 
down by I per cent 

The outlook for a continuing 
bond market rally is enhanced 


by the prospect of a further 
easing of monetary policy by 
Germany's Bundesbank."'* 
move that could come later 
this week ' V 

Looking beyond this week ft 
seems quite possible that 
yields in the longer end of 
US Treasury market wiB flue." 
tuate between 6 per cent and . 7 
percent. 

That would be the. likely.:, 
trend during a period of 
stop-go recovery, with jotor 

data, inflation figures, con- 
sumer confidence and honsang 
statistics bouncing around 
between stasis and prospective 
growth. 

Separately, last week's rid- 
ing by tbe US Financial - 
Accounting Standards Board 
that banks and insurers must 
mark-to-market their bond 
holdings - show current mar- 
ket rather than book values 
each quarter - seems unlikely , 
to pose structural problems. '..... 
The changes could lead some ■ 
insurers and banks to shorten 
the maturities in their portfo- 
lio. and could even cause some 
to reduce the absolute quanti- 
ties of bonds held. 

But the FASB rule is not 
likely to have a big impact on 
the overall Treasury market; it 
is more of a challenge for 
accountants, company control- 
lers and preparers of balance 
sheets. - - 


Alan Friedman 
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The Board of Directors met on April 9. 1993 and approved financial statements for the year 
ended December 31.1 992. 


With the exception of life insurance, all of the markets in which Credisuez and its subsidiaries 
do business were affected by weak economic conditions. The real estate sector in particular 
suffered iLs most severe downturn since World War II. 


US$100,000,000 
Floating rate subordinated 
notes due July 1997 


Mi 


isilili 


GROUP BUSINESS AND EARNINGS 

Outstanding loons to customers increased 3.4 % to FF 7S.4S billion, includins Factofrance Heller. 
Assets totaled FF 104.32 billion, versus FF 94.29 billion at yearend 199 1 . “ 


Revenue amounted (o FF 3.S7 billion, with growth limited to a scant 2.2 % ax a broader scope 
of consolidation was largely offset by reduced inflows from real estate operations. Both 
Banque Sofinco and Fimagest widened their average interest spreads and mareins over the 
course of the vear. 


Appropriations to loan-loss provisions nearly quadrupled, to FF 3.60 billion, reflecting the 
riskiness of loans to real estate professionals, for which provisions have risen to IS % of 
outstanding loans. 


In accordance with the 
provisions of the notes, notice 
is hereby given that for the 
interest period 19 April 1993 
to 1 9 July 1993 the notes will 
carry an interest rale of 350 v 
per annum. Interest payable 
on the relevant interest 
payment date 19 July 1993 will 
amount to LSSSS.-I7 per 
USS 10.000 note and US$442.36 
per US$50,000 note. 
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For the year ended December 31. 1992. Credisuez swung to a consolidated net loss of 
FF 1.84 billion, from a 1991 profit of FF 415 million. The 1992 deficit includes Banque 
La Henin's capital gain on the leaseback of its headquaters. 


Agent: Morgan Guaranty 
Trust Company 


JP Morgan 




CONSOLIDATED NET INCOME (LOSS) 


tin millions of French francs i 

1992 

1991 

Change 

CREDISUEZ 

f 1.839.1) 

414.9 

N.M. 

Groupe Banque LA HEN1N 

< 2,293.5) 

105.8 

N.M. 

Groupe Banque SOFINCO 

205.9 

175.4 

+ 17.3 % 

FACTOFRANCE HELLER 

77.1 

60.6 

+ 27.2 % 

LA HENIN VIE 

37.2 

292 

+ 27.3 % 1 

FIMAGEST 

26.6 

20.4 

+ 30.3% | 


EQUITY CAPITAL AND RESTRUCTURING 


minority interests and subordinated notes, amounted to FF 5.73 billion, versus a year-earlier 
FF 4.53 billion. 


The need to restructure part of Groupe Suez's real estate operations and to provide the capital 
needed to meet Banque La Henin's commitments has prompted Compasnie de Suez to 
substantially alter Credisuez s business portfolio. Subject to approval oy the appropriate 
authorities, Credisuez will transfer its interests in Banque Sofinco. Factofrance Heller. 


- . uviiiixu, i IIMICI, 

Fimagest. and La Henrn Vie to Compagme de Suez, which in turn will transfer its shares in 
Conipagme Fonciere Internationale IC.F.I.) and l.S.M. to Credisuez. 

2“ Credisuez will then have overall equity capital in excess of FF S billion, including 
FP 6 billion in firet-tier funds ; its capital-adequacy ratio will be approximately 15 %. 

The Board of Directors appointed Patrick Ponsolle as Chairman of Credisuez and made 
Bernard Egloff Vice Chairman and Chief Operating Officer. 
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£200,000,000 
Floating rate notes 
due 1999 

Notice is hereby given that 
the notes will bear interest 
at 6. 135 * per annum from 
15 April l993to 1 5 July 1993. 
interest payable on IS July 
1 993 u/itl amount to S 153. 71 
per S 10.000 note. 

Agent: Morgan Guaranty 
Trust Company 


JP Morgan 


EGYPT 


With the country's economic 
reforms continuing apace, 
on the 22nd April, 1 993 the 
Financial Times will be pub- 
lishing a major new survey 
on Egypt. 


ir you would like to adver- 
tise within this survey 
contact: 


Paul Mam vi glia 
Tel: 071-873 3447 
Fax: 071-873 3595 




FIDELITY SPECIAL GROWTH FUND 

Sod6t£ d’ Investissemcnt i Capital Variable 
KansaOls House, 3rd Floor, Place de I'Etoile 
BJP. 2174 L-1021 Luxembourg 
R.C. No B 20095 


DIVIDEND NOTICE 


At the Annual General Meeting held on March 25, 1993, it 
was decided to pay a dividend of USD 0.05 (cents) per share 
on or after April 22. 1993 to shareholders of record on April I. 
1993 and to holders of bearer shares upon presentation of 
coupon No 7. 


Paying Agent: KREDETBANK S.A. LUXEMBOURG EOISE 
43. Boulevard Royal 
L-2449 LUXEMBOURG 
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THE WEEK AHEAD 


ECONOMICS 


Signals may point to UK recovery 


THE MARCH unemployment 
figures will be the main focus of 
attention In the UK this week 
Economists are waiting to see 
whether February's surprise 
te the jobless totai 
heralded a turnaround in the 
employment picture. Most 
wlieve it was erratic and that 
'f. st , month unemployment 
climbed again by about 25.000 

Other UK ngures this week 
may. however, add to the fairly 
convincing signs of recovery in 
the economy. Retail sales are 
expected to be roughly Hat 
month on month, but the annual' 
rate of Increase is forecast to rise 
to over 3 per cent. There is also a 
survey of the retail sector from 
the Confederation of British 
Industry this week, and figures 
for bank and building society 
lending. 

The picture in Germany is 
likely to be less rosy with infla- 
tionary indicators this week fore- 
cast to reflect the recessionary 
forces gripping the west German 
real economy. Pay settlements in 
the 1993 pay round have tended 
to run at about 3 per cent, there 
js virtually no producer price 
inflation and money supply 
growth appears to be falling into 
its target range. 

Other economic highlights and 

PARLIAMENTARY DIARY 


■ TODAY 

Commons Questions to Transport 
mbiteMm, Public Accounts Commtea i on. 
Commons Commission and Commons 
Leader European Communities 
(Amendment) BA, committea 
Lords: Housing and Urban DeveiopnVjfrt 
BrtL committee. 

Select committees; Pubfic Accounts, 
subject administration of student loans. 
Witnesses: Sir Qeoitray Honand. 
permanent secretary, department for 
education; Mr R F Harrfcoa chief 
executive, Student Loans Company 
(Roam IS. 4.30pm). 

Home Affairs, subject the prison service. 
Witnesses: Mr Peter Lloyd, home office 
mMsur; Mr Dsrek Lewis, dkector general 
and chief executive. Prison Service (Room 
15, 4.45pm). 

■ TOMORROW 

Commons: Defence questions. Questions 
to the Prime Minister. Debate opened 
by Opposition on "bringing stability to 
the nation's schools'. Chanties BB. al 
stages. Ctaan At Sit, aB stages. 
Radioactive Substances Bll, aH stapes. 
Financial Provisions (Northern Ireland) 
Order. 

Lords: Education BB, committee. 
Protection of Animals (Scotland) 811, 
committea 


UK unemployment 


2.0 


1990 81 02 93 

Souc* Dmuoan 

figures this week follow. The fig- 
ures In brackets are the median 
of analysts’ forecasts, provided 
by MMS International, a finan- 
cial Information company. 

Today: Switzerland. Monthly 
BIS meeting of G10 centra] hank 
governors; Luxembourg, EC and 
EFT A finance ministers Hiy- v a ? 
initiatives to promote economic 
growth; Denmark. March con- 
sumer prices index (up 0.3 per 
cent on month, up 1.2 per cent on 
year); Sweden, March unemploy- 
ment (7.5 per cent): Canada. 


Sotoct committee: Social Security, 
sublet* public expenditure review. 
Witness: Mr Peter LBey. social security 
secretary (Room 15, llanty. 

■ WEDNESDAY 

Commons: Trade and Industry questions. 
European Communities (Amendment) 

But, committee. 

Lords: Debate on Procedure Committee 
report- Debate on local democracy. 
Disabled Persons (Services) BO. second 
reeding. Debate on benefits of Wcycfing- 
Select Committees: Environment, 
subject the Housing Corporation. 

Witness: Sir George Young, housing 
minister (Room 16, 9.15am). 
foreign Affaire, subject pubfic 
expenditure, Witness: Mr Timothy 
Lankester. permanent secretary, Overseas 
Development ArWr tf atra fl on (Room 6, 
10.30am). 

Scottish ARaire. subject: the government's 
axpendhure plans 1993-94 to 1995-96. 
Witnesses: Mr Ian Lang. Scottish 
secretary: Mbs EA. Mackey, principal 
finance officer, Scottish Office (Room 
6,l030amL 

Trade and industry, subject the British 
aerospace industry. WUnasses: the 
General Bectric Company, Confederation 
of SWpbuWmg and Engineering Unions; 
Dowty Aerospace (Room 20, 10.30am). 


March department sales (down 
2.5 per cent on year), February 
manufacturing new orders (up 
0.8 per cent on month). February 
manufacturing shipments (up 0.9 
per cent on month): Australia, 
February housing finance; Japan, 
March money supply - M2 and 
CD (up o.l per cent on year), 
March broad liquidity. 

Tomorrow! UK, March Confed- 
eration of British Industry dis- 
tributive trades survey, March 
public sector borrowing require- 
ment (ESbn): France, February 
industrial production (down 0.2 
per cent on month, down 4.3 per 
cent on year); Sweden, March 
trade balance (SKrS^bn surplus); 
US, March housing starts (1.17m), 
March building permits; Canada, 
February building permits (down 
2 per cent on month). 

Wednesday: Germany, Bundes- 
bank monthly report for April 
released; US, March Treasury 
budget (down *40bn); Canada. 
March CPI (up 0.4 per cent on 
month, up 2J5 per cent on year), 
excluding food and energy (up 2-2 
per cent on year). 

Thursday: Germany. French 
prime minister Bailador meets 
chancellor Kohl, Bundesbank 
council meeting to Include estab- 
lishment of the 1992 Bundesbank 
profit; UK. March unemployment 


Welsh Affairs, subject rural housing. 
Witnesses: wash Office and Planning 
Inspectorate officiate (Room 18, lOJOamL 
Agriculture, subject the effaces ol 
conservation measures on the UK sea 
fishing Industry. Wttnosaas: UK fisheries 
deportments (Room 15. 10.45am). 
Transport subject: London bus 
deregulation. Witnesses: Dr P Goodwin, 
Transport Studies Unit, Oxford; London 
Transport; Grey-Green Conches, Kentish 
Bus & Coach Co and London & Country 
(Room 17. 3.15P1& 

Employment subject: (1) management 
of redundmclee (2) the Import and export 
of jobs. Witness: Sk Denys Henderson, 
ch a irm a n. Imperial Chemical Industries 
(Room 20. 4.15pm). 

Hoarih, subject reoponsteOttes of daoctor 
of research and development and the 
chief s t a tisOcei officer, department of 
health. Witnesses: dkector of resesch 
and development and the chtef statistical 
officer, dep a rtment of heeKh (Room 21, 
4.1Spm). 

Pubic Accounts, subject: expenefitura 
by West MMLntia Region* Health 
Authority. Witnesses: Sir Duncan Nichol, 
chief executive NHS MwttQement 
Executive: Sir James Adtera. tomw 
chalrman. West Midtenda Regional Health 
Authority; Mr Stuart Fletcher, former 
regional general manager. West Midlands 


(up 25,000). February average 
earnings (4.5 per cent). February 
unit wagfc costs (down 1.3 per 
cent In latest 3 months): Sweden, 
government presents supplemen- 
tary budget to parliament; US. 
sate benefits week ended April 
10, Initial claims week ended 
April 17 (350,000). money supply 
data for week ended April 12; 

Friday; UK, March retail sales 
(flat on month, up 3-5 per cent on 
year). M4 (up 0.7 per cent on 
month, up 3.6 per cent on year). 
M4 lending (£i.3ba); France. 
April GDP; US. March durable 
orders (down 0.5 per cent), March 
durable shipments, auto sales 
April 11*20 (6.4m); Australia, 
March motor vehicle registra- 
tions (up 2-3 per cent on year). 

During the week: Germany, 
March producer prices Index - 
west (up 0.1 per cent on month, 
up 0.3 per cent on year), March 
M3 (up 0.8 per cent), April pre- 
liminary cost of living (up 0.3 per 
cent on month, up 4.2 per cent on 
year); Finland, March trade bal- 
ance (FMl.Sbn surplus); Italy. 
April CPI - cities, March indus- 
trial production, February WP1, 
February PPL March bank lend- 
ing. March M2. 

Emma Tucker 


Regional Hearth Authority (Room 8, 
4.15pm). 

Education, subject unfinished business: 
(uS-time educational souses tor 15-1B 
year-olds. Witnesses: Audit Commission 
and the Office tor Standards in Education 
(Room 18, 4.30pm). 

Heme Affairs, subject knter-govemnwmai 
co-operation m Justice and Home Affairs 
menus, witness: Mr Kenneth Clarke, 
home secretary (Room 15, 4.45pm). 

■ THURSDAY 

Commons: Northern Ireland questions. 
Ouestkvu to the Prime MWsJer. European 
Communities (Amendment) Bll. 
c o nwi M aL 

Lords: E d ucation Bll. committee. 

SeJect committees: National Heritage, 
subject the price of compact discs. 
Witnesses: WJL Smith Group; HMV; 
Tower Records; Music Discount Contra 
(Room 15. 10-SOarri). 

Defence, subject: SABO. WUneases: MoO 
officials (Room 16, KLSOam). 

■ FRIDAY 

C om mo ns : Backbench business - Rood 
Traffic (Driving Instruction by Disabled 
Persons) BB, report. Freedom and 
Hea p on alb llfty of the Press B9, report 
Lords: Not Sitting. 


RESULTS DUE 


ASSOCIATED BRITISH FOODS, 
the bread, to sugar group, reports 
Interim results today and is 
likely to show little change on 
the £175 ,2m pre-tax In the compa- 
rable period. While baking mar- 
gins are still under pressure, the 
group’s British Sugar division is 
expected to have gained from the 
green pound devaluation. 

UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 

Record Mdcre, Parkway Works. 
KatUebndga Flood. Sheffield. n.45 
USOC tnv. Treat. B. Devonshire Square, 
E.C-2J0 
BOARD MEETINGS: 

Hnals: 

Aada Property 
BWcM Mining 
Grsonaene 
■mock Johnson 
London 6 Assoc. Inv. 

Interims: 

Attertorfh Spot 
Assoc. British Foods 
Bll Dragon Trust 
Five Oaks ktus. 

Key sto ne biv. 

Lon. 6 St Lawrence bw. 

Scot Metrap. Property 

■ TOMORROW 
COMPANY MEETTNGa 

Abbey National, Bratton Centre E.C., 
11XO 

CHaftabv Gostorth Park Hotel, Newcastle 
upon Tyne, 12.00 

Commercial Union, Chartered Insurance 
institute, SO. Aidermonbuy. EC, 1130 
Dunodbi Inc. Growth tev. Trust, Dunedto 
House. 25. Rauatekxi Terrace. Edinburgh. 

12.00 

Low Debenture, Princes House, 95. 
Gresham Street. E.C, 10.30 
London Forfaiting, International House. 


Hanxmerson, the UK’s third 
biggest property company, will 
tomorrow reveal the damage 
inflicted by the collapse of the 
property market in the UK, Can- 
ada and Australia, its main mar- 
kets. Analysts expect pre-tax 
profits to rail from £53. 5m to 
around £43m, while net assets 
per share may foil from 637p to 


1, SL Katherine's Way, E, 12X0 
Pacific Assets Trust, 1, Charlotte 
Square Eahbwyh. 12J0 
Transatlantic HMps, 40, Broadway, 

S.W, 12-00 
BOARD MEETINGS: 

Hnals: 

Beckenham 
Bentafle 
Bodycota ML 
Boosey 6 Hawkm 
Boot (Henry) 

BrUtsti Fitting* 

EIS Group 
Freemen 

Hammer sun Prop. 

Hunttelgh Tech. 

Ropner 

See. TxL of Scotland 

TtwmeaTV 

Interims: 


■ WEDNESDAY APRS. 21 
COMPANY MEETINGS: 

Laporte, Painters Haft, Little Trinity Lane. 
EC, 12-00 

Rea Brothers, Great Eastern Hotel, 
Liverpool Street, EC.. 12JOO 
BOARD MEETINGS: 

Hnals: 

Austin Reed 
Dencoru 

»- rr-t. ««_»/ r r_. 

cxignn rtaoofuM nw. 

Raining Inc. & Cap. 


DIVIDEND & INTEREST PAYMENTS 
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■ WEDNESDAY APRIL 21 
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470p. ft is expected to unveil a 
cut in its 1992 dividend payout 
from SOJip to lOp, as indicated by 
Its interim results In October. 

Smiths Industries, the defence 
and aerospace components 
group, is expected to report on 
Wednesday a drop in Interim pre- 
tax profits from £44m to about 
£40 bl Analysts believe restruct- 


Forward 

Havelock Europa 
Hallcal Bar 
Jerome [SJ 
Wembley 
Interims: 

Amber Day 


■ THURSDAY APRIL 22 
COMPANY MEETINGS: 

Acorn Computer. St John's Cofioge. 

St John's Street Cambridge, 10.00 
Hall Engineering. Totted Moa! House, 
forgogaw, Teftord. 10.30 
Sedgnlck, Conference Forum. Sedgwick 
Centre. E, 12.00 
BOARD MEETINGS: 

Finals: 

Abbvst New Euro. 

Flei n k i g ContL Euro. 

Liberty 

Wear & Mere. Geared Cep. 

Yoridyde 

imerims: 

Doutscheiand Inv. 

Haber (AJ 

Govett Strategic Inv. 

Twoetantoki Utd. CoUory 

■ FRIDAY APRIL 23 
COMPANY MEETINGS 

Gortmore Emerging PacHc Inv. Trust, 
16-18. lyfonumonf Street EG, 

1230 
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urlng could lead to significant 
exceptional costs. 

Albert Fisher, the food pro- 
cessing and distribution group, 
reports interim results on Thurs- 
day, with the City expecting a 
drop in pre-tax profits from 
£37, 2m to about ££5m. Some 
expect the interim dividend to be 

reduced (1.85p last time). 


Hewitt Group, Stoke-on-Trent Moat 
House. Festival Way. EUurta. 
Stoke-on-Trent. 11.00 
Smeller Companies Inv. Trust, 98. 
Chratrahause Street. EC., 12.30 
Transport Development Croup, COasters 
Hal. 9. Montague Close. SJL. 

12.00 

BOARD MEETWGS: 

Ftaate: 

Berry StarqueU 
Brit Empire Sec 6 Gen 
Cap. 6 Regional Prop. 

Govett Oriental 


How Group 
Linton Park 

1 npOT 

Reed Executive 
Sllngsby (H.C.) 
imenms: 

Ak London IntL 
Jersey Etectric 
VTR 

Company meetings are annual 
general mootings unless otherwise 
stated. 

Please note: Reports and accounts are 
not normaSty avaiatta until approximately 
six weeks after the board meeting to 
approve the prefimmary results. 
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CONFERENCES & EXHIBITIONS 


APRIL 21 
Counting On Open Systems: A 
UK Ground Breaker 

The UK's dm independent conference Tor 
Financial Sector Users, os the cost 
benefits of rr, Edinburgh Conference 
Centre, Hcriot Watt University, 
Wednesday. April 21. 

Key address: Luce Dobfaski, 
Wiuttcmbcigiachc. 

To register call 041 553 1930. 

EDINBURGH 


APRIL 23 
Researching Markets In the 
Former Soviet Union 

This seminar aims to provide background 
on the region and its business scene and 
address some of tbo problems encountered 
in trying to understand and research new 
opportunities. Cote £195. 

Contact: Yasmin Ganes. 

Tel: 07 i 262 3050 Esl 3229Locsrion: 
Loudon Business School Regent's Park 

LONDON 

APRIL 26 ” 

Downsizing LT.: The 
Management Issues 

This w«c day conference looks beyond fee 
technical aspects of moving from 
mainframe to micros to fee organisational, 
managerial and effectiveness dimensions 
of successful downsizing. 

Contact Business Intelligence. 

TcL 081 544 1830. Ftec 081 544 902a 

LONDON 

APRIL 27 

Exectitfva Compensation: 
Getting It Right] 

Hall-day seminar offering current views 
on she issues affecting financial planning, 
taxation ft employment law which Impact 
upon executive transfers between the UK 
and US. Presenters from: CMelvcny ft 
Myera, Reaningicma and Robson Rhodes 
Conner: Fiona O'Neill. 

American Tax Institute in Europe 
TeL (0825) 769 901 foe (0825) 760 903 
LONDON 


APRIL 27-29 

The Commercial D towns tons 
Of Parallel Computing 

Large commercial information systems 
are migrating from main frames to parallel 
dais base servers for performance and 
ball tolerance. Top European and US 
speakers from industry and academia 
discuss parallel software strategics for 
business applications (wife major case 
studies).Comact: Unicom. Tel: 0895 
256464, fox; 0695 8 1 3095. 

LONDON 

APRIL 28 & 29 
Financial Innovation - New 
Directions For The 909 

This high-level forum will review 
developments in financial innovation to a 
period of low growth and low Inflation 
and consider future trends. 

Enquiries; pnanciai Times. 

TeL 071814 9770. 

Fax: 071 873 3975/3969. 

LONDON 

APrFL28 """ 

After 7T» Coal Debate; 

The future of Britain's coal iodosOj, TO 
Brewery, London. How big will fee 
market for coal be. How will private 
miners tare. How much is British Coal 

worth and how wiU it be privatised? 

Coated; Annette Horab rough, Coslmms 

mSlw6688. Fax: 081 944^81 
LONDON 


APRIL 29 

Petroleum Retailing -The 
Environment, Regulations And 
Profitability Conference 
Present at ions will review recent and 
pending safety ; and environment 
regulations at fed petrol station and 
' technical developments, and the 
enforcement of standards and regulations 
and their effect on the value of petrol 
stations. Coorad: Caroline Link, InsL of 
Petroleum- TeL- 071 636 1004. 
fox: 071 255 1472. 

LONDON 


APRIL 28 
French Is! nj 


Franchising Network Services • 
Regulation in Post, Rail and 
Water 

CRl conference. F ra nch i s i ng approaches 
(or post, rail and Scottish water arc 
reviewed. Speakers include Quis Swires 
from OPRAF, the Department or 
Transport. Delegate discussion time 
i Deluded. 

Contact Leigh Sykes, CRI 
Telephone: 071 895 8823 

LONDON 

MAY4 

The Development of a 
■Stripped Gilts’ Market in the 
UK 

In anticipation of fee development of a 
’stripped girts' market in the UK to help 
fend the growing PSBR. expert speakers 
from leading investment banks witl 
examine the key isseos involved, front 
both an investment and a trading 
perspective. 

TeL 0276856966 Rut: 0276 856 566 

LONDON 

MAY S 

Can Europe Meet The Global 
Challenge? Competitive 
Strategies For The Post-1992 
World 

The R.LLA. and The Strategic Hanning 
Society present an international 
conference which examines the munoous 
simultaneous changes European 
companies must master in order to get 
through the 1990s successfully. 

Details; Jo Mainee, The Strategic 
planning Society. Tcft 071 636 7737. 

LONDON 

MAYS ” 

A Presentation on The Italian 
Futures Market 

Merchant Taylors Hall. London. M.I.F. 
(Mercaro Italiano Furores) invite yon to 
attend their presentation on The Italian 
Rliuros Malta, for further details please 
contact fee organisers: Diana Little, 
ftiturcs ft Options World, 

TVfe 071 827 9977 Rue 081 337 8943 

LONDON 

MAY 5-6 ~ ™" 

Know Your Competitors: 
Competitor Intelligence & 
Analysis toe. Benchmarking 
A practical two day saninarteoritshap from 
fee UK’s No. 1 specialists. Practical case 
exercises, successful case studies. Ones: 
speaker who is head of a major company's 
intelligence unit. ConucK Patricia 
Doonaid, fiM? IntelligMce Service. Tel: 
071 4875665. fox: 071 935 1640. 

LONDON 

MAY 7 

Latest Developments In 
Securitisation Techniques and 
practices 

Speakers from fee Bank of England, 
leading investment banks and city taw 
firms will examine developments across 
fee whole range of securitisation , from 
trading dismswd loam to securitising 
consumer tones, credit card reeeivaMes, 
hire purchase agreements, teases, car 
toms and mongsges. 

Tet 0276 856966 Fax: 0276856 566 

LONDON 


MAY 10-11 

Promoting LT. And Business 
Partnership 

This two day conference explores fee 
approaches to achieving partnership 
between IX and. the business, feduting 
changes in' working practices, l.T. 
organisation and the development of 
managers wife balanced "hybrid skills. 
Contact Business Intelligence. 

TcL- 081 544 1830. Fate 081 5449020. 

LONDON 


MAY 10 & 11 

European Securities Markets 
The Implementation of fee EC's Capful 
Adequacy and Investment Services 
directives, the future siructore of 
European equity and bond markets, the 
needs of international companies in 
raising equity and debt finance will be 
(fiscosscd. Enquiries: Financial Tunes. 
TeL 071 814 977a 
Fas: 07! 873 3975/3969. 

LONDON 

MAY 1<M3 

Digftars Alpha Technology and 
Which More 

To maintain its marker share, your 
organisation needs to keep ahead of the 
competition by investing in quality IT 
training. This premier event offers yon the 
future - today! » so register NOW1 
Contact: DECUS 

Tel: 0734202182 Flue 0734 202211 

LONDON 


MAY 11 

Effective Business Pr o tection 
As businesses become Increasingly 
dependant on uuomaud systems, failure 
of all or part of a system cao bring 
disastrous remits. This IOD conference in 
association with the CSA shows how and 
why yon should produce a contingency 
plan. Contact Director Conferences 
Tel: 071 7300022 

LONDON 

MAY 11 

Total Remuneration to Europe: 
New Approaches 

Remuneration packages must motivate 
employees, yet remain cost effective to 
companies. This conference provides a 
strategic approach to total remuneration 
design for European transfers through 
ease studies and discussion. 

Contact Natalie Mnnden. CBI 
TeL 07 1 379 7400 

LONDON 


MAY 12 „ 

Base & Predoua Metals 
Options Course 

Intensive one-day course covering various 
Of the Base ft Precioas Meats 
Options Markets; Trading Strategies, 
Backwardations, Pricing Models, 
Hedging, Volatility Exposure ft Time 
Decay. Venue: Cambridge Science folk. 
CAMBRIDGE £345. Contact: Kathy 
Page, Brady Finanaal Scmimra. 

TeL (.0223)423250 

CAMBRIDGE 


MAY 17 _ 

Restructuring to The Insurance 
Industry 

A ■ J h»«Fc m ttgntottxy cUmaic, recession 
and catastrophe* have brooghi about 
evolution to fee liuaraflee Industry. There 

are opiwiliinille* W be sirtaxL but the risks 

are high- Find oat more from lending 

industry specialists. 

fVmiart: Acquisitions Monthly 
Conferences. 

Tel- 071 8238740. Fad 0715*1 4331. 

LONDON 


MAY 17 & 18 
Performance Measuremsrrtand 
Activity based cost 
management 

London Pres* Centre 

Learn front the experience of those who 
have made tbeso new management 
teduriqm work in Aetr companies. 
Contact Evanna Morris. CIMA 
Mastcreotines Telephone: 071 917 9244 
fo*: 071 580 6991 

LONDON 

MAY17-18 

The North Sea Towards 2000 

PETROLEUM ECONOMIST/CB! 
conference on Oil ft Gas brings logcther 
many leading authorities to consider the 
key issues effecting the North Sea - 
production, exploration Government 
Policy, technological developments, 
safety, environment etc. 

Contact: Karen Acton, CBI Conferences 
Tel: 071 379 7400 Fax; 071 497 3646 

LONDON 

MAY 18 
Flexible Benefits 
Organised by Enropean Business 
Seminars to examine how to structure, 
implement, evalaate and Improve a 
flexible benefits package. (Workshop - 
June 10th) Chaired by The Wyatt 
Company. Speakers front the Stock 
Exchange, William M. Mercer. 
Compniervision, CIGNA, Coopers & 
LybtamL J Walter Thompson. 

Outset EBS on 071 823 9001. 

LONDON 

MAY 19 

Improving OU Industry Cost 
Competi ti v e ness Through The 
Logistics Chain Conference 

Presentations will consider primary 
supply, storage and handling and road 
distribution, and will highlight 
developments aimed at optimising 
efficiency of this vital pan of the oil 
business. Contact: Caroline Litrle, 
Institute of P e ti o le im lTcL 071 6M 1004. 
fox: 071 255 J472 

LONDON 

MAY 19-20 

Introduction to Options Court - 
Parts 1 &2 

Day 1: Basic Tccmi oology, Option 
Pridqg. Trading 4 Hedging Strategics; 
Day 2: Volatility, Advanced Trading 
Strategies, Portfolio Manage m ent. 

Venue: Cambridge Science Park, 
CAMBRIDGE. £345 (1 day only). £S9S 
(both days) 

Conrad: Kathy Page. Brady Financial 
Scmroao. TeL (0223) 423250 

CAMBRIDGE 

MAY 21 

IADB Conference - Meeting 
The Investment Needs Of Latin 
America 

Dr Enrique Iglesias hosts this event 
sponsored by Canning House. INC Bonk. 
Latin American Newsletter and Bankets 
Trust. Focus on capital requirements, 
nature and size of capita] flows. 

Contact Marc Lee; Citjfonira. 

TcL 0225466744. fox; 0225 442903. 
LONDON 

MAY 21 

Working with the Regulator 
Rvamining the regulation Of privatised 
utilities. Topics include: effects of 
regulation on business strategy: price 
capping, competition; role of CoventmenL 
Speakers: from 8T, Mercury, Pbw etGcn . 
Welsh Water, OFGAS, OFFER, OFTEL. 
OFWAT, British Gas. Contact: 
KttMCbnJbcnera. Tel: 0226 299072 

LONDON 


MAY 25 
Peirotoum-Based Land 
Contamination 

This conference will appeal to companies 
involved in the manufacture, storage, 
handling anti use of petrofcum products, 
both from a legislative and practical view; 
also local authorities responsible for 
planning, environment, health, building or 
land use. Contact: Caroline Little, Institute 
of Petroleum. 

TeL 071 636 1004. Fax: 071 255 1472. 

LONDON 

MAY 25-26 

1993 European Information 
Management Conference 
Strategies for re-engineering business and 
information processes and applying 
quality principles in IT. 

A Conference Board and Coopera ft 
Lybrand meeting. The Inter continental 
Hotel, LONDON 
Contact Jane Campbell in Brussels 
Tel. 32.2/640A2.40 Fax 32JU640 A7 35 

LONDON 

MAY 27 
Open Systems: 

A Critical Review 
This one day conference gives a realistic 
avtowunan of their relevance to today'll LT. 
strategics. Should every organisation be 
pluming for an open systems environment? 
If not. what architectures should they be 
backing? Is there a compelling business 
argument for backing open systems? 
Contact: Business Intelligence. 

TeL 081 544 1830. Fax: 081 544 9020. 

LONDON 

JUNE 3 

The New Act Regime: Practical 
Implications For Companies 
and Shareholders 
Chaired by the head of fee Hundred 
Gronp of Finance Directors' ACT 
Committee, with speakers from leading 
Ian, accounting and investment banking 
rums, this timely con f erence will examine 
fee key impHcarioos of the now ACT 
regime both for companies and 
shareholders. Contact: TeL 027b 856 966 
Ffex: 0276 856 566 

LONDON 

JUNE 7 

Business Re-engineering: A 
new role for LT. 

This one day management conference 
provides an incisive guide to fee 
challenges presented 10 the l.T, function. 
There will also be opporonti t las to obtain 
hands-on experience of some of the new 
software tools which support business 
modelling and redesign. CooUCC Business 
Imdligcrice Td: 081-544 1830 
Fax: 081-544 9020 

LONDON 

JUNE 8 

Current Developments In North 
Sea Drilling Op era tio ns 

The conference papers WiD give a topical 
overview covering company contractor 
relationships, safety management, 
environmental Issues, shallow gas 
hazards /safety cases and future 
technology. Contact: Caroline Little, 
Institute of Petroleum, 

Td: 071 636 1004. Fax; 071 255 1472. 

LONDON 

JUNE 8 

Contingency Planning In 
Business, l.T. and 
Telecommunications 
Leant what prudent measures to adopt in 
your own contingency planning from 
those who have had practical experience 
of physical disasters 60 their basinets 
activities and LT. facilities. 

Contact' Dipti Chauhan, 

I BC Technical Services Ltd 
Td: 071 637 4384 Rue 071 631 3214 

LONDON 


JUNE 9 
Copyright to Tha Age Of 
Electronic Pubflshlng And 
Multimedia 

A conference to explore national, 
European and International perspectives 
era regulation, and to address Issues of 
intellectual property rights, law and 
convention, media piracy and data 
protection. £175. Contact: Allison 
Roberts, The London Institute TcL 07! 
755 0810 Fax: 071 735 4256 
LONDON 

JUNE 15 & 16 
International Tax in the EEC 
and the US 

The conference will focus on the overall 
position of fee European Community, 
direct and indirect tax harmonisation. 
VAT. US tax proposals, US transfer 
pricing methods, the impact of tax treaty 
development!. Enquiries: Financial Timet 
TeL 071-814 9770 
Fax: 071-873 397S/2969 

LONDON 

JUNE 17 

Outsourcing l.T.: A Critical 
Assessment 

This one day conference Is designed to 
help senior l.T. and business managers 
assess the potential value of oouoarcing 
to tbdr organisations, and to identify the 
factors which comrtonc to the successful 
selection and management of snch 
arrangements. Including couractual and 
other practical questions. 
rvvwrf- R wiimK InteUiiBncc. 

Td: 081-544 1830 fine 081-544 9020 

LONDON 

JUNE 18 

Protecting the Media 
Practical advice and explanation of 
current and furore taw on actions for 
defamation, conte m pt, copyright, breach 
of confidence, passing off and malicious 
falsehood. How to deal with fee 
Comptaints Commissions. 

Contact: Aihini Peters, 1BC- 

TeL 071 637 4383. Fax: 071 631 3214. 

LONDON 

JUNE 21-23 

FOW/F1A Annual Conference 

Derivatives Markets in Transition* is the 
the me for the premier derivatives 
conference of 1993. S peakers include Leo 
Melamed, D. Hotisoo (LIFFE), J. Franks 
(DTB), G. Pfanwadel (MATIF). 
BLFeduniak (Morgan Stanley), G. 
Gaatincae (Swiss Bank dorp). 

For full brochure contact: Futures and 
Options World TeL 071 827 9977 
Rue 081 337 8943 

LONDON 

JUNE 22 

The Fourth Annual Conference 
on Outsourcing mid FaciBttes 
Management In LT. 

Highlights include; the clicnt/npplicr 
relationship, negotiating a efrntna.wttvjce 
level agreements, (he proa and on as of 
FM. and a case study of outsourcing an IT 
department within a small organisation. 
Contact: Ptpli Chanhan. 

IBC Technical Services Lid 
Td: 071 637 <384 Fas 071 631 3214 

LONDON 

JUNE 23 

paying for Inter-Urban Roods 

A conference m fee Government's Orem 
Paper on road chaigmg mil (muting toad 
infrastructure. Speakers iadude Rt Hon 
John MacGregor MP, Secretary of Stale 
for Transport. Contact tain Dak, 

The Waterfront Partncishtp. 

TeU 071 730043ft Fug 071 730 046a 

LONDON 


JUNE 23-24 
The Legal and Practical 
Implications of PRIVATISING 
BRITISH RAIL 

Keynote Address by Roger Freeman MP, 
Minister far Puttie Transport. Fall Picture 
for potential investors and advisers of the 
opportunities and risks of bring involved 
in the new regime. Contact: Attune Peters. 
IBC Tel: 071 6374383 
Fax: 071 631 3214 

LONDON 

JUNE 24-25 
European Derivatives 
Exhibition 

A forum fo view tile latest products and 
services available from international 
exchanges, brokerage and clearing Anns, 
information vendors, back office systems 
suppliers and afoot involved in this area. 
FREE visitors tickets; Futures and 
Options World TeL 071 8Z7 9977 
Fax: 081 337 8943 

LONDON 

JUNE 25-26 

New Technology-baaed Anns 
In the 1990s 

International conference for academics, 
senior managers and policy makers, at 
Manchester Business School, to discuss 
the role of R ft D, Innovation and 
Creativity In I'fTBF Development. 
CotnactSoe Hogan on 061-275 6539 

MANCHESTER 

JUNE 30 

Business Performance 
Measurement The Instruments 
of Corporate Change 
A half-day executive seminar on new 
approaches to management reporting and 
control. Harvard Business School guru 
Robert Ecdes and senior UK executives 
explore how to introduce new, uon- 
fhnndal and 'u ps tre am 1 indicators inn the 
boanesa pfenning and repor ti ng process. 
Contact: Business Intelligence 
TeL 081-544 1830 Fax: 081-544 9020 

LONDON 

JUNE 30 - JULY 1 

EIS 93: Executive Information 

Systems Conference & 

Exhibition 

Europe’s karting conference on executive 
and management information systems. 
Over 20 speakers from major international 
companies explore key applications 
including finance, marketing, business 
planning, quality and customer service. 
Ptos a unique exhittilon of all the leading 
suppliers of EIS. 

Contact: Business Intelli g ence 
TeL 081-544 1830 Fsx: 081-544 9020 

LONDON 

JULY 7 

International Securities 
Lending 

A major one day conference to examine 
the impact of the proposed new U.K. tax 
regulations for the lending of overseas 
securities by overseas tenders. Chaired by 
Goldmio Sachs. Speakers include Chase 
Manhattan Bank. Salomon Brothers, 
Barclays Cater Alien, Morgan Stanley. 
Luncheon address by Ian Plenderieith. 
Contact EBS on 071 823 9001 

LONDON 


INTERNATIONAL 


APRIL 28-29 

Asset Securitisation in the 
Nordic Countries 
Sponsored by Goldman Sacha and 
Clifford Chance. Key Nonfic government 
Officials and inicnotionnl experts will 
look at fee use of securitissiion and 
explain practicalities for banks, 
corporates. Investors and informed taries. 
Contact: Karen Pedersen, Eurorooncy 

TeL 1 0717798831. Fta: 071 779 8835 
STOCKHOLM 


MAY 5-6 

DRJ/McGrww-Hill's World Cars 
and European Trucks 
Conference 

will bring together DRI's latest 
auiboriiaiivc forecasts wife key outside 
speakers to address the issues of fee 
current cycle in foe automotive industry 
and to anticipate fee critical questions to 
be faced in fee next five vents. Contact: 
Corinne Retfonnet. Td: 081 545 62; 12. 

BRUSSELS 


MAY 12-14 
Structuring Successful 
International Assignments 
Major iwo day conference for human 
resource professionals from boib 
experienced and emerging multinationals 
who plus and manage iiuematicoal staff 
transfers. £550 

Contact: Stephen Gram, Erast & Young. 
Tel: 071 931 2980. Fax: 071 583 5446 
VIENNA 

MAY 17-18 

Distressed Commercial Real 
Estate Assets: Strategies for 
Disposition 

Euromoney's first seminar examining fee 
opportunities for selling underperforming 
commercial real eauic loans and other 
assets. Regulators and other experts will 
examine the alternatives. Keynote 
speakers: William Sctdman. Samuel Zell. 
Contact: Bonnie Brincnv, Eeromoney 
TeL 071 7798833, Fax; 071 779 8835 
NEW YORK 

MAY 24-25 

European Food and Drink 
Industry Conference 
*Whal really matters in the Enropean 
arena*. This conference explores fee 
design or competitive organisational 
structures and formulation of marketing 
strategics for national and multinational 
players. 

Contact: Management Centre Europe. 

Tel: 32-2-516.19.87 Fax: 32-2-513.71.08 

BRUSSELS 

MAY 25 & 26 
Aslan Electricity 

The aim of the meeting is lo provide a 
high-level forum io review regional 
privatisation programmes, discuss power 
project financing and consider future foci 
chokes. 

Enquiries.- Financial Times. 

Tel: 071 814 9770. 

Fax: 071 873 3975/3969. 

SINGAPORE 

JUNE 6-8 

European Steel Conference 

After recent retmoil In the markets this 
event will foot at the commercial outlook 
for fee industry. Speakers Include 
representatives from Arthur D. Little and 
EBRD. 

Fun brochure: Rory Brown. 

Metal BctUctfn, Tel: C? 1 8279977 
Fax: 08 13378943 

LUXEMBOURG 


JUNE 8 & 9 

Aerospace And Commercial 
Aviation To The Year 2000 

Dm FTs biennial conference arranged to 
precede the Paris Imcnuiioaa] Air Show 
will focta off fee prospeea and chaltaqgn 
for fee airline and commercial 
manufacturing industries faced with 
increasing competition. 

Enquiries: Financial Times. 

Tel- 071814 9770. 

Fax: 071 873 3975/3969. 
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IS THIS YOUR OWN COPY 
OF THE FINANCIAL TIMES? 

Or do you rely on seeing, someone else’s? livery day the FT reports on ihe topics 
that matter to people doing business every day, in and from Europe. 

We cover tlic latest European. U.S. and international news, and analyse the impli- 
cations from a European perspective. In fact you'll find far more than finance in the FT. 

No surprise then, that the Financial Times is read by over four times ns many 
senior European businessmen jind women as any other international newspaper.* 

Make sure you’re one of them by getting your own copy of the newspaper 
del ivered daily to your office. ± mL hbks w 
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FAR MORE THAN FINANCE. 
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CURRENCIES, money and capital markets 

foreign exchange and money markets 

A • *• Tk /rs* w POUND SPOT - FORWARD AGAINST THE POUND LONDON 

Awaiting 1VI3 d sitSL * ,6 _s — -iai s u equities 


MONEY MARKET FUNDS 


LONDON RECENT ISSUES 


EQUITIES 


THE MARKET'S focus will be 
on events in Germany this 
week, and in particular on this 
Thursday’s Bundesbank coun- 
ciltoeeting, writes James Blits. 

This week's meeting is the 
first for three weeks, and there 
was speculation brewing last 
week that the Bundesbank 
would introduce another cut in 
official rates. 

Underlining the importance 
of the council is the fact that 
the figures for M3 monetary 
supply in March are also due 
out this week - and this data 
may move the Bundesbank in 
the direction of easing policy 
again. 

UK clearing bank base lending rate 
S per cart 

from Januanr 26. 1993 


The February figure for M3 
growth was some 0.1 per cent 
below the Bundesbank’s target 
base, compared to an 
annualised target range of +*L 5 
per cent to +&5 per cent. 

Another low figure for M3 
could give council members an 
excuse to cut either the 
Lombard or discount rates. 
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If the Bundesbank leaves 
policy unchanged, the French 
franc should be unaffected. 
The French currency is now 
trading as comfortably as it 
has at any time this year in the 
exchange rate mechanism. 

Instead, tight German 
monetary policy might have a 
depressive effect on the 
Spanish peseta and the 
Portuguese escudo both of 
which have come under selling 
pressure recently in the ERM. 

Mr Helmut Schlesinger, the 
Bundesbank president, did not 
help the cause of either the 
peseta or the escudo last week 
by saying that weak ERM 
currencies would have to be 
devalued if high interest rates 
failed to underpin them. 

The dollar’s exchange rate 
should also be sensitive to the 
Bundesbank's decision. The US 
currency has lost ground 
against the D-Mark in recent 
weeks because many dealers 
believe that the differentia] 
between short term US and 
German rates - which is a 
little below 5 percentage points 
- is unlikely to narrow in the 
near future. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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ubvoe 10 10 1 1 i£ 

Laser ted 28 22 7% 7% 7% . 

Lee Rom 3 18 1% dlfi % < 

LkndCp 0 240 % % % 

Lureextec 13 10 14 13% 13% -% 

LyecnCp 14 *100 21% 21% 22 4% 

MatBrtSc 16 176 0I8 17% « 4% 

Mooam 32 25 24$ 24% 24$ 4% 

Model A 044 26 27 19% 1B$ 19% +% 

Mem CD 2 a 4% d4% 4% 

S7A, =1 S IS % 4 

NBlPW 3 106 2$ 2H z$ 

Hew the 28 231 13 12$ 12$ 

NTThneiA 056216 953 30% 29$ 30% -% 

MbCanOP 017 81 10 9 9 9 -% 

NuacOBE 102 15 6% 6% 6% 4% 

WM^an 5 147 % ft % 

OdedcsA 76 11 7% 7% 7% 


Stock Hr. E 100i Mgb UwCfaseCbno 

Ollen 024 28 981 25%d24% 24% -1 

PegrettG OIO 56 6Z7 18% 16% 18% 4% 

Pott 080 3 17 14% 14% 14$ 4% 

PUW5P 106 20 7 17% 17% 17 -% 

PHLD 025 101449 36 35% 36 t% 

Roarer A 070 20 76 36 37% 37% 4% 

a Bent 012 « 32 11 10% 10$ -% 

: 074 17 154 14 18% 14 4% 

ftoUto* 0.10 1 699 Hi IX 18 -it 

BBSWfti 1 5 2$ 2$ 2$ 

ftsdeEm 134100 5% 5% 6% 

SJWCorp 204 10 HOD 39 38 »% , 

SMtrlon 26 7 1B% 19% 19% •% 

State B 004 12 147 5% <B% 5% -% 

TIM 17 24 2A 2% 3% 

TV) Rods 040 34 57 12% 12% 12% _ 

TaBBaa 034 41 89 38% » 38% •% 

Therewdcs 112 M9 T4% 14% 14% 4% 

Ttaarextoa 33 287 38$ 38% 36% 4% 

Total PU 040206 39 0% 6% 6% 

TownCnbr 0 113 2ft d2‘z 2% 

TUxsHoi 8 160 5% 5 5% 


UtfoodaA 
UafOodsB 
(JntaPIntS 
USCaM 
WanglabC 
1 WspiB 


Waatenora 
, WSET 
Worthed 


4 4 

020 6 111 
46 67 
214 209 
0 132 
03750 
321222 
as 10 28 

1.12 24 159 
020 10 13 


liisli! II 

1 nr 

10 8fa 0 , 

MS i 

26% 26 26 •% 

7% 6% 7 -% 


rr at 

SMtk to E itoi m ire im ' 
A&WBrands 032 15 3592 1M1B% 17% 

ACC Carp 012 26 043 15% 13% 14 
Art* HE 304128 20% 13% 19$ 

Acme MBs 29 12 16% 15% 1B% 

AdtemCp Z7 158 16% 15% 15% 

Adapted! 134004 23% 22$ 23% 

ADCTfta 20 927 41% 40% 4t% 

AMegton 17 258 13 12% 12% 

MbServ Q16 19 434 >9% 19lg 19% 

Adobe S»s 040 228144 44% 44 44% 
MvanuC II 511 12% 11$ tt$ 

Aorupk 35 477 2$ 02% Z$ 

AOrMjai 13 288 5$ d5% 5$ 

MifflMJb 241040 18% 18 16% 

Adnata 020 19 782 41% 40 40% 

Afymx 19 423 18% 15% 15% 

Agency Re 11 3S5 6% 7% 8 

AgafenEk OIO 24 MB 5% 5% 5% 

Aten ADR 200 8 527 u43 42% 42% 
AkbsCp 36 2036 17% 18% 17 

AtexBOd 008 1611441121% 24% 24% 
AAsgb AW 15 150 8% 7% 8% 
AloiOdB 048 11 2 3Id28% 28% 

Alan Pb 6 748 8% 7% 7% 

AldQre* 100 17 101 19 18% 19 

AUCap 060 12 114 15 1412 14% 

AkrtBC 032 12 *100 u7% 6% 7 

Afta S<*S 006 2 280 g 13 $ 

Atom CO 30 226a 17% 16$ 17 

AmBUktf 008 10 5S6 27% 2B% 26% 
AreOyBd 231100 d19 17% 17% 
Ambboao 23 B14u23% 23% 23% 
AnUkdS 132282 7 6% 8% 

Are Softs* 032 20 648 7% 7 7% 

AmGrrtA 006 17 2561 53% 53 53% 

Anar fete 0 138 1% dl% 1% 

AmarMPU 15 1809 1g 13 Ife 
Are Had I 204 11 48 60% 58% 59$ 

Amerftm 474363 30% 26% 28$ 
AmTnr 8 216 9 6% 6% 

AranreT 7 121 A it A 

Aragon Inc 1S1SGB0 38$ 37% 37% 

Amkcti Cp m 1052 33 dB$ 32% 

AnMsm 3 750 5% 5 Sft 

Analogic 15 193 14% 14 14% 

Artists 000 IS 279 26% 25% 26% 
AnangdAm 100 16 IB ut6 15% 16 

Andrew Cp 16 391 23 22% 22% 

ArtteS An 14 167 14% 13% 10% 
Apogee En 028 26 8ul2% 11% 11% 

Aff Bio » 1200 5$ 5% 5$ 
AtfdMU 309997 39% 37% 38% 
Apple Coop 048 1181316 46% 47% 48% 
Apptabees 009 37 331 31% 30% 30% 
Altar Or 020 19 ZS7 19 18% <8% 
Arden 032 17 111 24% 23% 24% 
Aigoreu 084 10 156 33% 32% 33% 
Armor AJ 048 20 57 17% 17 17% 

Amok) In 004 15 157 31%d28% 30% 
ASX Grp 29 2489 13% 12% 13% 

AspcdT* 46 2357 19% 18% 16% 

AssocCoom 166 104 18% 17% T8% 
AST Rata 7 3799 14%d13% 13% 

AtMnxn 52 52 9% 9 9 

JUSEAr 026 301143 33% 31% 33% 
Autodesk* 046 23 722 42% 41% 42 

Autthto 14 1781 3$ d3% 3% 

AMndVe 092 3 94 Il3% 2% 2$ 
AzUrCp 16 1972 7 8% 6$ 


BEI B 008 7 52 6 K7% 

BaCtogc* 19 195 27 25% 

Marti Wl 3013 <C% III 

Bator Jx 006 17 1683 22% 21% 
ndwnLB 050 8*IOOU361zd33% 
BtafadU 004 24 3079 13% 12% 
Oanctec 13 87 17% 16% 
BrtSoUh 018 163953 14% 13% 
B3r*ersQix(U8 9 10 29 20k 

BaritWorca 020 20 297 U23 22% 
Bata Geo 072 IS 878 42% 41% 
BasrtF 002 20 319 48% 47 

BayVtawx 000 16 503 22% 22 
Baytartae 000 13 350 49% 49% 
BB&TFh 100 121053 35% 34% 
6EAen) ZT 287 9% 05% 
BeaubCDa 028 18 6 9% 9 

Ben&Jany 28 194 31 30% 

BitedeyWR 040 17 124 45% 44% 
EHA&p 21 220ul9% 18% 
BHA&P 33Z100 19% 18% 
9 tec 43 78 6 7% 

B^jB 020 14 87 17% 17% 
Bndey W 006 10 175 11%d10% 
Hogan 25 2808 28% 27% 

Boast 194381 10% 19% 

HoefcDrg 100 15 243 53 51 

BHCSoto* .• 19 4913 45% 43 

BtHDnrm S 224 131423 B3% 62% 
Bob Ewe 025 18 581 18$ 18% 
BcteaCh A 0 53 ft % 
BoOh&B 17 718 25% 24 

fiortend 68391 39% 19% 

BoOcn Hi 008 6 279 32 31% 

Boston Tc 521445 8$ 6% 
BradyWAx 060 27 7 36% 35 

Brand Con 144 90 19 18% 

franco 020 41 303 6% 5% 
Brute S 022 131B52 9% <*$ 
SSSftiCp 080 9 91 33% 31% 
HT States 048 3 34 2% 2% 
Bute 273326 30 28% 


Buktovr 

franup&S 

Bur Beam 

BtobtestA 

frtearttg 

Byttx 


273326 30 28% 

184 145 7% d7% 

6 67 2% (B% 

73 36 7% 7% 

15 20 23 22% 

71 217u20% 16% 

7 375 3% 13% 


7% 

26% -1 
2ft +% 
22 *% 
34% ■«■% 
13% +1% 
17% -% 


48% +% 
22 
49l 2 

35% +% 
6 % ■% 
9 J Z 
30% -% 
44$ +% 


17% -% 
10 % 

28% +% 


45+1% 

63% 

18% -% 
24% +% 


16% ♦% 
8% -% 
9% 

32% +% 
2% 


7% +% 

22 % 


4pmdoseAprS IB 


_ CnnanOtaeraOTO 42 645 17% 16% 1Bl 2 

get your ft bv HAND DELIVERY SJIlii 

IN STOCKHOLM. ~ i||Il 

If you work in the business centres of MfclmO, Lund, Stockholm or da,,y S 2 S 

copy of the FT to your office at no extra cost. Call Bradley Johnson for details (08) 006. - a— «• «» ^ *2 


- c - 

CTec 45 a 16% 15%. 16 + 

Cabot Mad 31 876 9% 8% 8% - 

CadScftopa 138 14 301 29% 29 29 - 

Caere Cp 131943 B d7% 7% - 

Catgena 205 9 644 10% 10% 10% + 

Cal Mon 26 1095 14% 13% 14% 
CantrBio 93707 5)4 5% - 

Cantata. 10 S3 3$ 3% 3% - 

Canon tec 054134 X 87% 68% 67% 

Cara* 40 3 5 4% 4% 

Cadre* OIO 18 1505 Z7% 27 27% 

Cvttanfrn 078 21 503 22% 22% 22% - 

Cascade 060 15 616 21 30 70% * 

CcreyS at2 14 37 17 16% 17 

Cdgm 10 363 10% 10% 10% + 

Ceftdar 4 156 13% 12$ 13% 

CEM Cp 18 2 8 07% 8 

CereexTet 13 1583 7 86% 6% - 

csdneor 1 3889 5% d5% 5% - 

Cnttfld 100 15 569 34% 32% 32% -1 

CntlSpr 69 5 10 9% 9% 

cnaretor 15 5 4 3% 3% - 

Chapter 1 046 92069 33 31% 31% - 

□tanning 009 204570 16% 15% 15% - 
Chech* 24 3011 11 10% 10$ ♦ 

Chemttgn 38 134 5% 5 5 - 

Chendab 12 152 12610% 10% -1 

ChamRx 56 07 lA d1% 1% - 

Chenpower 16 35 4% 4% 4% 

CNpsSTe 03160 3% d£$ 3 - 

QWtteCp 25006 46% 44% 45% + 

ChnRn 1.12 16 167 81% m% 6T% 

Orte Cp 014 262136 Z8%d26% 27% -1 
QmoLgc 172515 21% 20% 20% - 

OSTMi 33 831 4% 4% 4% + 

ascoSys 4616316 45% 43% 44% - 

CtZ Ban 106 TB 169 24% 24 24% «- 

an* 32 1Bu17% 15% 16% + 

CSfTs Or 127 12 14% 13% 14 - 

Otthatm 22 752 12% 12$ 12$ + 

CoaCotaB 088160 13 16% 16 18 - 

CodaEngi 287 1506 u6 5% 5% + 

CodeAtami 4 IM 5% 5% 5% 

CognexCp 33 107 34% ZVi 23% - 

outs 13 35 6$ 6% 8$ - 

Coherer! 39 299 13 12 13 * 

Cotagw? 15 1038 21% 20% 21% + 

C**C»s 122 15 67 20% 620 20% 

CUH Grp 000 12 73 25% 24% 25% 

CoMtafik 048 18 275 55% 54% 56% + 

CMtaffcp 17 359 20% 19% 20% + 

Corea* 026 27 581 36 35% 35% - 

OoracslA 014 11 3567 19$ 16% 18$ -1 

CnotASp OU 10)3427 18% 17 17% 

CoraBWaOm 13 116 «% 48% 49% 

OaetanteraOTO 42 645 17% 16% 18% 

CorepfLafie 31 629 9$ 08$ 9% - 

CQBBtm 3 73 7$ ?% 7$ 

CoreetocKR 50 105 4% 4% 4% . 

Cotfepor 128 38 397 MS 44I2 *5 t 

Ccnsftun 7 62 7% 6$ 8$ * 

Carets U4 46 1173 uB$ 8$ 8% 
OoteKd 191042 14 13% 13$ + 

CrdrOab 1 278 13$ 13% 13$ 4 
CaotaW 050 18 582018% 17$ 18% + 
Com* 126 459 10% 10 10% 4 
Confe Cp 122195 23 22% 22% - 




DofbtaDp 
IW) Shops 
EMoBiEn 
DertbGe 
Drtchsqxi 
flefCBmp 

om Qr 

Dwcm 
OH Tech 
DtxrtB 
Dfakai 
Dig Hue 
og Sand 
HgSpt 
DtanaxOp 
umna 

DMA Pitot 

Mu-Gn 

OemBata 

DarehMn 

DracoEngy 

OneaBon 

Drey BO 

DnteEtepo 

DS Banter 

Dulren 

OurFI 

DynastyO 

Dynatecb 


tea. E l#0* Hga leu 
080 13 1164 27 26 

020 16 2 8% H7% 

022 2 493 15 14% 

OB0 17 15 09 27% 

044 16 189 2B% 25% 
120010 33% 31% 
008 13 110u3S% 34% 
03) 23 26 8% d7% 

9 38 n%mo% 

000 9 167 26 25% 

23 569 20% 20 

e 428 11% 11% 
252812 2 1$ 

11 11 6% 06 


Las tea 

27 4% 
7% *% 
14$ +% 
29 4% 
36$ 4$ 


11 4 % 

2S$ +% 
20% +% 
11 % *% 


Oh. E Mi Bpk 


ft Sta 
Db. E Hte 


35 4% 
020 25 722 16% 18 18% 

5 338 6% 4$ 5 ~% 

020 24 2072 26% 25 25% -1 

044 SS 961UZ7% 38$ ZT 
048 60 2UT4% 14 14% 

17112B 16% 18% 18$ -% 

143888 13% 12% 13% 4$ 
034 a 380 27% 2D% 20% % 
006 8 307 4$ 4% 4% 

109 10 9 IB 18% 18 

am 21 77 22% 22% 22% -% 

030 24 8 33% 32% 32% 

11 42 1$ 2 4% 

17 13 28 27% 27% -% 


B Paste 

BactrSd 

Badrha 

BeoArte 

EmconAs 

SredttQi 

Endean 

EngVt ma 

Enjpaph 

Enmeinc 

EqiftyOl 

Edeasgn 

BareSOt 


TO 150 8 

15 200 6% 
2 10 1ft 

006 28 532 34% 
14 793 7% 
31147 2% 
137 221 8% 
440 31 3 31$ 

422927 29 

20 171 8% 
7 598 Bk 
4 35 3% 
90 979 16% 
012 23 88 12% 
41520 6% 
OIO 51 10 3% 

0511013701 36$ 
20 60 18% 
0 306 % 

134894 13% 

16 305 16% 

14 19 Z7% 


7% 8 4% 

8 8% -% 

1ft 1% 

33% 34% 

d7% 7% 4% 

2% 2ft 4ft 
6% 8% -% 
30% 31 
28 28% -% 
<S% 6% -% 
8% 8% -% 
63$ 3% 4ft 
15% 16% 4% 
12 12% 4% 
5% 6% 4ft 
3% 3$ 

36% 38% -% 
15% 15$ 4% 
d% % 

12$ 13% •% 
15% 15% -% 
26% 27% 4% 


FaB Grp 

FarCo 

Fasten* 

FWinu 

RfanMca 

Rllbltod 

Ftfiy Off 

R®» A 

fitarw 

FstAfeama 

RntAm 

FatScOhio 

FteCaBk 

Fat Sedy 

FktTam 

fstWesm 

HtaMc 

Fitter 

Mom 

Raarv 

RowKt 

RtainA 

RndUonS 

Foremost 

Fonchner 

FhnBaae 

Foster A 

FrthRn 

Fremont 6 

Fat Eaten 

Fat Fjnl 

FteHawal 

RteerKB 

EUtofln 

Furor x 


- F - 

17 2 6% 

024 5 41 5$ 
003 51 1214 25 

JB6SS8 20% 
1 127 7% 
096 20 1602 u58% 
171273 7$ 
050 11 23 18% 
13 39S 10% 
104 14 723 37% 
040 18 637U33% 
1.72 11 90 48% 
055 17 249u1B% 
076 14 1121 30 

1.44 14 494n47% 
036 81 80 6% 

068 10 141 31% 
000 12 106 45% 
28 00 u6% 
27 1340 28% 
21 174 6% 
009 199295 6% 
009 95681 6% 
108 17 286 37 

IS 79 14% 
030 12 724 21% 
71 10 2$ 
096 15 287 30% 
108 9 28041% 
1.12 3 98U20% 
030 11 2743 14% 
1.12 11 441830% 
048 16 178 39 
080 12 S3 25% 
034 19 264 17 


7% 7% ♦% 
5k S$ ~% 

24 24 -% 

20 20% 4% 

6 % 6 $ 

57 57% -1% 
7% 7$ 4% 
18 18 -% 
> 0 % 10 % •% 
37% 37$ -% 
32% 32% -$ 
47% 47% -% 
18% 18% -% 
29% 29% -% 
48% 46% -% 
6% e% 

31% 31$ -$ 
44% 45% 4-1 
6% 8% ■% 
27% 27% -% 

6% 8$ 4.% 

<B% 6% 4% 
16$ 6 J, 

38 36 -1 

14 14% 4% 
20 20 % -% 
02 $ 2 $ 

29% 29% -% 
40% 41$ 

19% 20 4% 

13% 14$ 4$ 
30% 30% 

37% 38% 

24% 25% 4% 
18% 16% -% 


Garnet Ra 
Gem Co 

Gaum 

GeWBbte 

Certyke 

ttou a P ti 

Genka Cp 

Genua he 

Geroyme 

GarrtityM 

atoms 

QddhgaL 

(HbertA 

GtahBSom 

Good Guys 

Grtdaftnp 

frkdcoSys 

Santo 

Skat An 

SkoiAP 

SnwchR) 

Gnwmans 

GmdVAr 

sn cup 
GbNTSvg 


- G- 

12 13 9% 
010 25 44 17% 
10 608 9$ 
6 31 5% 
018 1 71 3% 
321145 37% 
040 15 19 17 

23 19 4% 
121738 17% 
400 SI 362 32% 
1 450 2$ 
231389 33 

15 32 10% 
040 401119 20% 
012 24 4083 29% 
072 17 16 21 

12 14 6% 
223648 8% 
Om 22 322 23% 
18 125 2 

020 53 104 19 

002 0 118 ft 
000 16 101 U20 
62070 5% 

14 960 3% 

15 147 17 

27 807 27% 

62481 8$ 


FtetfnCan 
HaknTtoj 
Hager Si* 
HMogta 
tome Bate 
HomeNutr 
ton* Wee 
HmeflrfW 

Hon hda 

H nrabadc 

Horedfla* 

HuXJB 

tonteriErn 

torrdndn 

KureoCo 

HutchTach 

Hurt Bio 


- H - 

» 77 9% 8% 
056 14 92 31 30 

020 482107 14 13$ 

030 238232 20% 17 

21 2513 11$ 11% 
006 13 » 0% 8 

29 1071 6% B 
II 538 8% 7% 
016 13 907 8$ 8$ 
10 85 27% 28% 
13 104 16% 18 

015 22 496 7% 7% 
29 209 5% 4$ 
OJB 9 24 24%dZ3% 
27 265 6% 6 

072 13 46 14% 14% 
4 50 2 01% 

040 20 182 24% 23% 
1*71341 u12 11% 
030 14 JB2 5% 5% 
020 181781 19% 18% 
2 638 $ ft 

072 15 2451 uZ7$ 27 
008 3 305 5% d4% 

10 743 35 33% 

11 204 5 4$ 


8% -% 
30 -% 
13$ +$ 
20$ +3% 
11 % -% 


7% -% 
8% -% 
25% 

18 

7% +% 

5 -% 
23% -$ 

6 -% 

14% 

1$ 

M% «■% 
11 $ +% 
5$ . 


27% 

4% -% 


fnSys 

CFtt 

IDS Cam 

KSteW 

Make 

towucar 

LllllUIBN 

hwB j netaft 
tmnxmagen 
teiparlfr; 040 
base 

M Banep 1.16 
Mhs 024 
W Res 
teforrnfx 

tn destad 022 
hfegrfh* 


Carp Of A 37 136 10 9$ 9$ 

Coos Mi 179128 17% 17% 17% 

QacfarB 001 402438 28% 27% 28 
Cray coop 1 481 2$ Z$ 2$ 
fretete 100 18 881 43$ 43% 43% 
Cn«n Rs 3 157 4% 3$ 3£ 

Cybgar 13 7S6 10% dIO 10% 


- D - 

DSC Cornu I185711u30$ 29% 30$ +% 
DkMbarg 012 31 40u23% 23% 23% 

Dan Sou 013 18 71 80 74 80 

DaSaSwt* 49 1i7 4ft 3JJ 3{; -% 

Dateiai 15 100 5% 5 5% +% 


btgttWa 

trite Cp 040 

btcAi 

WjpriS 

Mar Tel 

bterfcsA 024 

tnkrdpb 

Wtrtaal 

Uenhk 

Intomic 

imDany 

WBas 004 

WTdta 

tnecars 001 
jtordodB ixi3 


32 128 7 8% 6% 

25 585 5% 5 5% 

396329100% 29% 30$ 
35 683 21 19% 20 
0 20 ft Oft ft 

18 27 7 dB% 6% 

62805 43% 42% 42% 

1022 23% 21% 2Z% 
3 A59 6% d5% 6 

521106 11$ 11% 11$ 
0 400 g d% ^ 
43 148 28 27 27% 

39 46 17% 17% 17% 
37 930 30 29 29% 

173670 30% 29% 29% 
10 157 8% 5$ 6% 
691185 7$ 7% 7$ 

17 14 7 6% 8% 

19 Z70 7% 6% B% 
1649881 111 $109% 110 

2 1420 ifi$ 1% 2ft 
Tt 4430 13%d12$ 12$ 

14 414 U5% 5% 5$ 

18 193 13% 12$ 13 

582791 10% 10% 10% 

15 687 8$ 8$ 8$ 

20 121 7% dB% 7% 
27 581 UZ1 20% 21 

14 27 17% dI6 18% 
29 25 2$ 2$ 2$ 
77 136 4% 4% 4$ 

15 T03 24% 24 24% 

14 47B 4$ 4% 4% 

19 358 Z2d20% 20% 

3 2 157% 154% 150 


23 788 13% 12% 


J&JSrmk 

Jason M 
JLGW 
JofmstnW 
JanesOt 
Jones Med 

JrtynCp 

JSBFTn 

jmUg 

Justin 


23 160 13 

028 21 35 10% 
025 56 26ul5% 
IS IM 18% 
5 186 13% 
006 17 470 7% 
1.16 12 52 26 

00813 B78uS6$ 
020 35 83 16% 
132 22 1990 47 


KStaka 

KamanCp 

XardwrC 

KaydenCp 

KMeyM 

KH^Sk 

toCflffil 

Hsrtajcky 

KhUdi 

Kndiw 

XLA Inter 

Knowledge 

Knreeghc 

lUdaS 


18 GO 
OM 11 111 
008 11 190 
038 18 30 
187 437 
078 26 B22 
044 1 1197 
ail 5 7 

078 17 98 

63 14 
15 438 
212024 
213434 
B 1156 


25% 24% 
11 % 10 $ 
S% 7% 
Z7% 27 

9$ 9% 
37%d33% 
3% 3$ 
10 8 % 
» 27*2 

7% 7 

12 % 12 % 
9% d8% 
IS%d16% 
13% 11$ 


LOBS A 
La Perth 
Leon Fur 
Laa tech 

Lancaster 

Lance kb 
LandnMpb 
Laaospe 
Lattices 

Lawson Pr 

UUCP 

Ledikre 

LeganlCp 

UbtyMBc 

UhTach 

LDaibe 

UBykntt 

Lh State 

UncahF 

UnctenT 

Uneamut 

LheerTec 


LtaarenGp 
’ LoneSw 
Lotus Dm 
LTXCp 
LIMf 


-L- 

790 5774 1>40% 38% 
17 272 9$ Ifll 
012 AS 73 11% 10% 
35 415 29$ 28$ 
008 20 55 36%rfl5% 
096 17 769 23% 22% 
15 330 17$ 17% 

7 360 5$ 4$ 

21 890 27 26 

040 23 B68 28 28% 

018 7 9 7% 6% 

17 12B2 16014% 

301091 30%d29% 
am 14 128u35% 35 

020 18 35 20 19 

8 <31 ii4 3% 

036 18 23 17 18% 

44 R3Z 82% 81 

103 9 188 27$ 26$ 
096 14 168 28% 25% 
15 1S2 33% 32% 
020 291054 25 23% 

036 16 9 30 28% 

004 29 234 18$ 17% 
161658 5$ 5% 
13 3787 28% 25 

71978 4$ 4$ 
103 13 2 139% 135% 


24% 

11 $ 

0 -$ 
27 

9$ -% 
34% -8% 
3$ 

8% 

Z7$ -% 

7 -% 
12$ -$ 
9% -$ 
16% -1% 
12 -$ 


39 -% 
9% 

11 

29% -$ 
38-12$ 
22 % -1 
17$ *$ 
5$ ♦$ 
28 -% 
26% -$ 
7% ♦% 
15$ -$ 
30$ *1$ 
35% +% 
18 -$ 
3% +$ 
18% -% 
82 +% 
26$ 

26% ■% 
33% 4% 
23$ -% 
28% 4% 
17% -$ 
5$ *% 
25$ -1$ 
412 +ft 


9 9$ *$ 
4% 5 

3$ 3$ 

38 36 $ 

16% 16% 

3$ 4 -% 

16% 18$ -$ 
31% 32% +% 

2$ 2% +ft 

32% 32% 
dIO 10% -% 
20 20% -% 
28% 28$ -$ 
20 $ 21 
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Mon da y Inter view 

Evangelist 
of good 
sense 

Derek Keys, South Africa’s 
finance minister, talks to Patti 
Waldmeir and Philip Gawith 


D erek Keys, South 
Africa’s finance 
minister, makes 
everythin? he 
says sound both 
simple and obvious. In the mad 
world created by apartheid - 
where concepts have been 
twisted and language deformed 
to Gt the needs of an impossi- 
ble ideology - that is a consid- 
erable strength. In the 11 
months since becoming finance 
minister, Mr Keys has used it 
to advantage. 

He has used common sense - 
the moral good sense of the 
Bible, from which he quotes 
liberally, and the commercial 
acumen developed over 30 
years os one of South Africa's 
top businessmen - to induce 
sanity among the county's 
fractious politicians. At a time 
last year when they had sunk 
to new depths of squabbling, 
Mr Keys told them a few 
choice economic truths - that 
unless they moved quickly. 
South Africa would not be 
worth fighting over, it would 
become a wasteland of high 
unemployment and low 
growth, decaying industry and 
departing skills. The politi- 
cians listened, and democracy 
talks began in earnest. The 
message is reinforced, if any- 
thing, by last weekend's assas- 
sination of African National 
Congress leader Chris Hani. 

Tm the minister of the 
bloody obvious." he says. “I see 
myself as someone who jollies 
people along to do what com- 
mon sense dictates they ought 
to do." He is someone the does 
not say it) who has not only 
the clarity of vision to see 
what needs to be done but the 
political skill to persuade the 
ANC, the black trade unions, 
the business community and 
the cabinet that they saw it 
first themselves. 

He relies on candour, confi- 
dence and his commanding 
presence - critics call it arro- 
gance - to carry- the day. When 
he speaks, people listen. 

The message he delivers is a 
tough one: the economy must 
undergo radical restructuring: 
government consumption 
spending must fall sharply to 
boost critically low invest- 
ment; civil service numbers 
and pay have to be cut sharply; 
unions must agree a virtual 
wage freeze: interest rates 
must remain high to tame 
inflation. 

The first difficult steps have 
already been taken. Last 
month's budget raised 
value-added tax by 4 percent- 


age points to 14 per cent and 
cut government current expen- 
diture significantly in real 
terms, in an attempt to wrestle 
down a budget deficit equal to 
nearly 9 per cent of gross 
domestic product. 

In his first budget. Mr Keys 
reduced the corporate tax rate 
from 48 to 40 per cent to boost 
investment - though much of 
it will be clawed back through 
a new company tax on profits 
distributed to shareholders and 
the abolition of other company 
tax breaks, making the effect 
more psychological than real 
That is scarcely surprising, 
for Mr Keys' campaign is over- 
whelmingly psychological. Put 
simply, he aims to persuade 
South Africa to believe in 
itself. Investors must believe in 
investing; bureaucrats must 
believe in giving the civil ser- 
vice their best efforts by cut- 
ting waste and inefficiency; the 
liberation movements must 
believe in the virtues of a free 
market; the unions must 
believe they have a stake in 
growth; and all of them must 
believe in Derek Keys. 

So far, he can boast a sur- 
prising degree of credibility 
even in the most radical cir- 
cles. The ANC's economic pol- 
icy chief. Mr Trevor Manuel, is 
known to respect him, and Mr 
Jay Naidoo, militant general- 
secretary of the Congress of 
South African Trade Unions 
(Cosatu). the largest union fed- 
eration, happily tolerates him, 
after viciously attacking his 
predecessor. 

Mr Keys repays the compli- 
ment. He often invites Cosatu 
to "correct" his economic 
plans, and says he thinks the 
behaviour of organised labour 
in the tripartite economic 
negotiating body, the National 
Economic Forum (involving 
business, unions and govern- 
ment). has been “outstanding”. 

Business is delighted to have 
a voice in Pretoria. (Mr Keys 
came to the job from the post 
of executive chairman of Gen- 
cor. the country's second- 
largest mining house.) 

The technocrats of the 
Finance Ministry seem some- 
what in awe of him. Never 
before have they had a minis- 
ter who had no desk. (“A desk 
is separation, assertion of 
authority, subservience to con- 
straints. secretiveness.") Or a 
boss who throws away every 
report they give him. (Keys 
says he hates filing and so 
reads and discards nearly 
every paper put before him ) 

The Keys mystique has yet 
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in Wisconsin 
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'I'm the minister of the bloody obvious’ 


to impress taxpayers, however. 
They have already felt the 
pain, and many doubt there is 
pleasure to follow. 

Winning over the people will 
ultimately determine whether 
Mr Keys can complete the diffi- 
cult economic restructuring 
task he has set himself, at a 
time of great political 
upheaval, and under a multi- 
racial power-sharing govern- 
ment (due to be phased in from 
later this year.) which could 

PERSONAL FILE 

1931 Bom in Johannesburg. 

1950 B.Comm, University of the 
Wrtwalersrand, Johannes- 
burg. 

1954 Qualified as chartered 
accountant. 

1956 Joined Industrial Develop- 
ment Corp. SA. 

1965-86 Worked as manage- 
ment consultant 
1986-91 Named executive 
chairman. Gene or. 

Jan 1992 Appointed minister Of 
trade and industry and 
economic co-ordination. 
May 1992 Minister of finance 
and trade and industry. 

prove weak and divisive. 

“Government is in a typi- 
cally feminine role," he says, 
sheepishly acknowledging that 
some might find the comment 
sexist It is “trying to create a 
situation attractive enough to 
stimulate some initiative from 
another party (the private 
investor). Once you commit 
yourself to relying on the pri- 
vate sector because only it can 
produce the investment direc- 
tions with adequate yields, 
then you put yourself in this 
situation. How can I be more 
attractive? That’s the heart of 
the problem." 

Investors, both domestic and 
foreign, must start investing, 
growth must resume (after 
four years of recession), jobless 
totals must drop (some 40 per 


cent of the labour force is with- 
out a formal job) or the Keys 
structural adjustment pro- 
gramme is dead. 

“The guide has to have some 
credibility.*' the minister vol- 
unteers. “I've been in this job 
nearly a year and t don’t have 
anything to show. If I'm in this 
job for another year with noth- 
ing to show, what are the 
grounds for confidence?" 

His basis for optimism is, 
oddly for a businessman and 
government minister, partly 
religious. Mr Keys consults the 
Living Light, a publication 
which provides daily lessons 
from scripture, every night 
before retiring and upon rising 
every* morning. He acts accord- 
ing to its guidelines. 

That, he says, is his recipe 
for health. "When I was at 
Gencor 1 had to go for the 
annual check-up and the doc- 
tor said to me: Tm impressed. 
How are you handling this 
stress so well?* 1 said: ‘It’s my 
daily exercises.’ He said: ‘Oh. 
what do you do?" I said; 'On my 
knees, twice a day.'." 

His faith in Mr FW de Klerk 
is also unshakeable. He 
describes the South African 
president as "a political 
genius". 

But his confidence in the 
entrepreneurial skills of the 
South African businessman, 
white or black, is less strong. 
“You once became an industri- 
alist [in the highly protected 
South African economy} by 
taking an existing stream of 
products that came into the 
country, stopping it and replac- 
ing it with a stream of your 
own. That doesn't require an 
enormous amount of market- 
ing sense," he says. But the 
export-oriented growth areas 
“that we now have to benefit 
from are totally dependent on 
marketing sensitivity,” he 
points out. 

There are also community 


attitude problems. Who wants 
to be rich in a community 
where wealth is a stigma," he 
asks, noting that both the Cal- 
vinist ethic of the Afrikaner 
and the communal ethic of 
Africans act against the pur- 
suit of wealth. 

So how will South Africa 
prosper, in an atmosphere of 
low labour productivity, social 
strain and potential economic 
conflict? “The question is not. 
can these people be like the 


t a 1939 trade fair, a 
New York Times 
reporter dismissed the 
likely impact of televi- 
sion. arguing that the average 
American family was too busy 
. to sit glued to a flickering 
V. _. j screen. It was not an unusually 
" '* : poor judgment myopia is the 
oc cu pational hazard of journal- 
ism which lives so completely 
in the present that it is rarely 
able to comprehend the forces 
rh.it are shaping the future. 

Trying to avoid this trap. I 
flew to chill y Wisconsin last 
week to attend a conference on 
21 st-century infrastructure 
sponsored by the Diebold Insti- 
tute. a thinktank run by Mr 
John Diebold. a US manage- 
ment expert. Appropriately 
j enough it was held at Wing- 
spread. a futuristic-looking 
bouse built half a century' ago 
by Frank Lloyd Wright, the 
American architect. The build- 
ing seemed to serve as a meta- 
phor for the topic: the narrow. 
Iow-ceiled wings representing 
particular aspects of informa- 
tion te chn ology and the soar- 
1 tog central dome the uplifting 
| vision of “information super- 
i highways" articulated by Mr 
j AJ Gore, the rice president. 

| Forty years ago, Mr Diebold 
: coined* the word “automation". 

I He now believes a new word. 

! “infostructure”, is needed as a 
shorthand for the diverse bits 
i of hardware and software that 
■ will comprise tomorrow’s infor- 
I maiios-based infrastructure, 
i Although keen on free enter- 
, prise, he is convinced that in 
i this sphere co-operation 
; between the public and private 
: sectors is unavoidable: US and 
European experts were assem- 


Japanese," he says somewhat i Died at W mgspread to help set 
irritably, “but can they an agenda for action. 


improve? And they can 
improve, and they are here and 
so are tee, so I think if I were to 
approach my job on the basis 
that I had to produce Korea in 
three years, of course I'd be on 
the wrong tack. But you say 
you have to produce something 
noticeably better in three 
years, then we're away." 

In the end, Mr Keys says, it's 
all “a function of hope and 
faith . . . You don't stay in this 
business unless you believe is 
God". 


Everybody came away with 
fresh insights. Americans dis- 
covered that the US is lagging 
in some fields. The Nether- 
lands. for example, is far ahead 
lc computerising medical 
records. Leading German com- 
panies. meanwhile, are on the 
verge cf introducing electronic 
traffic management systems, 
using in-vehicle navigational 
aids linked to a central com- 
puter. US entrepreneurs, by 
contrast are lamely awaiting a 
lead from public agencies. 
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The limits of voting reform 


T he eight referendums 
now under way in 
Italy, and the four 
scheduled for next 
Sunday in Russia, are two very 
strange events, but they have 
one thing in common: they are 
both taking place because the 
national system of government 
is in crisis. Needless to say, 
these referendums cannot 
repair the old system nor pro- 
vide a new one. But with luck 
the voters may provide some 
general sense of their prefer- 
ences for the way ahead. 

In Russia, even this modest 
hope may prove to be out of 
reach, so deep is the disarray 
of the political system. Presi- 
dent Yeltsin is hoping to reas- 
sert his authority by asking 
tbe voters to declare their 
“trust" in him. But it is not 
clear what this question really 
means; even if the answer 
should be ■'Yes” by a large 
margin, this may not be 
enough to end the paralysing 
stalemate between the presi- 
dent and the parliament. 

The Italian referendums 
should have better prospects 
because Italy's problems are 
much less serious. The politi- 
cal parties and their leaders 
are horrendously corrupt; but 
the system itself is still essen- 
tially democratic, and the 
machinery of the state is a 
long way from total break- 
down. Italy’s magistrates have 
taken the first vital step in 
exposing the filth in the 
Augean Stables: today Italy's 
voters mil show whether they 
support a far-reaching 
clean-up. 

The principal indicator will 
be tbe verdict on electoral 
reform. The question is discon- 
certingly modest: do the voters 
want to change the way the 
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EUROPE 

Senate is elected, from propor- 
tional representation to a large 
dose of majority voting? 

On the face of it, this seems 
disarmingly irrelevant, in rela- 
tion to the political crisis, siiyy 
real political power is held by 
the lower chamber, not the 
Senate. 

But the political symbolism 
will be clear to all: a vote 
against proportional represen- 
tation will be a vote against 
the whole of the machinery 
which fostered the system of 
partitoermia and all-pervasive 
corruption. And the political 
establishment could not then 
avoid a parallel reform in the 
voting system for the lower 
house as welL The question is: 
what kind of voting system 
would bring the most benefi- 
cial reform? 

At this point your liberal 
pluralist might seek to dis- 
suade the Italians from leaping 
from an Italian frying pan into 
a British fire. He would point 
out that while Britain has had 
many decades of so-called 
strong government it has had 
almost no good government In 
living memory; the present 
phase exemplifies the worst of 
all worlds. 

Yet this is not the place to 
rehearse again the arguments 


on the theoretical merits of dif- 
ferent voting systems. On the 
contrary, any given voting sys- 
tem is less important than the 
larger political equation; if rad- 
ical political reform is possible 
in Italy, it will not be deter- 
mined solely or even mainly by 
detailed voting rules. 

Look, for example, at the 
French voting system, which is 
apparently among those under 
discussion in Italy. For 25 
years it has worked rather 
well, with extended periods of 
stable government, with rea- 
sonable majorities, and with 
alternations between left and 
right But in last month's elec- 
tions the system blew a fuse, 
with a result which is so unbal- 
anced, even by British stan- 
dards, that it may well contain 
the seeds of dangerous instabil- 
ity. 

In the first round of voting, 
the conservatives got 39 per 
cent of the valid votes cast or 
25 per cent of the electorate; 
but in the second round, after 
elimination of the also-rans, 
they ended up with 78 per cent 
of toe seats. This must be an 
alarming result even for the 
conservatives. 

In principle they should 
rejoice at the decimation of the 
Socialist Party; in practice, 
they know their real support in 
the country is less than in 
1981, when it was the Socialists 
who won a landslide. 

Moreover, they must be dis- 
turbed by one indicator of pop- 
ular anger: the number of 
spoiled ballot papers, which in 
most past elections has tended 
to fluctuate between 300.000 
and 600.000, but which soared 
last month to a record 2.1m. 

Mr Edouard Ballad ur, the 
very moderate new prime min- 
ister, has refused to promise 


economic miracles, or even a 
change in the Socialists' con- 
servative economic policy. But 
an unreasonable majority will 
set up unreasonable expecta- 
tions, and the first expectation 
must be that this government 
win bring faster growth and 
lower unemployment 

Unless policy changes, how- 
ever, the chances are that 
unemployment will continue to 
rise. With such a large major- 
ity to satisfy, and with presi- 
dential elections looming two 
years from now, there must be 
a real prospect that the popu- 
list tail will wag the conserva- 
tive dog. if not in parliament 
then on the streets. 

As it is, the government’s 
programme is already a mon- 
grel mixture of moderate con- 
servatism and raw populism. 
The moderates get monetary 
stability, fiscal rigour and 
European integration; the pop- 
ulists get threats of protection- 
ism in agriculture and other 
trade, and a law-and-order 
campaign against drugs, delin- 
quents and illegal immigrants 
which has already resulted in 
several police shootings. This 
could be an explosive mixture. 

What makes it explosive, 
however, is popular alienation 
from a traditional political 
establishment which has felled 
to deliver France from the pain 
of restructuring and unemploy- 
ment 

This alienation shows up in 
protest votes, protest absten- 
tion. protest spoiled ballot 
papers, and the desertion of 
the Socialist Party. Mr Bal- 
ladur is sitting on a crisis 
which is just waiting to 
explode; but this cannot be 
blamed on a majority voting 
system which is unrepresenta- 
five. 
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down 

1 Breathalyser? It’s a bore (7) 

2 Notable Increase In volume 
(9) 

3 The Spanish weapons 
involved in the movement of 
arms (S) 

5 Buck up at the back (4) 

6 Housewarming arranged for 
Alice (4.4) 

7 I have knowledge about 
France's largest river (5) 

8 Where he may be involved In 
a diverting treat (7) 

11 Reasons for sediment (7) 

14 Strengthen dispute in Japa- 
nese currency (7) 

17 Destitute writer on a African 
river steamer (9) 

18 Files put in the wrong order 
with malicious intent (8) 

19 Gets ready to eat, or to be 
eaten (7) 

21 Drain a pipe (7) 

22 Uplifting numbers at a musi- 
cal performance (6) 

24 Armistice for brief uprising 
over the east (6) 

26 Smile at the end of a Wagne- 
rian opera (4) 

The solution to last Saturday's prize puzzle wifi be published 
with names of winners on Saturday May 1 . 


ACROSS 

1 Gate catch, perhaps (6) 

4 Couple hired to make jewel- 
lery <a> 

9 It’s a necessity to want to 
exist (4,2) 

10 Transport is included in dis- 
play (8) 

12 Stow draw? (8) 

13 A result of some consequence 
( 6 ) 

15 Working group go north of 
the border (4) 

16 Is one thrown in car dispute, 
unsettled? (7-3) 

19 Declined to keep awake? (7,3) 

20 Stake for backing a mount (4) 

23 Rank is all one has (6) 

25 Break his model into pieces 
(B) 

27 Its aim Is to produce winners 
of course (4,4) 

28 Nice cake, for example? (6) 

29 Taking offence (8) 

30 Barker Is a fool to back the 
outsider (6) 
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Europeans, on the other 
hand, were pleasantly sur- 
prised by what they saw as a 
“cultural shift" following Presi- 
dent Clinton's election victory. 
None of the US participants 
seemed remotely interested in 
the dogmatic tree-market ideol- 
ogy erf the Reagan/Bush years. 
The issue was not whether 
government should be involved 
in Infostructure, but how and 
to what extent. 

Special interest groups - 
such as computer companies - 
are doubtless talking up infor- 
mation superhighways in the 
hope of winning big public sub- 
sidies. Yet modem society 
probably is on the edge of an 
industrial upheaval compara- 
ble with railways or electricity. 
In the next decade or so, the 
White House expects every US 
business, government depart- 
ment, library, school and home 
to be plugged into a high- 
speed. interactive communica- 
tions network. With high-ca- 
pacity, fibre-optic cabling, a 
single terminal would serve as 
a conduit for information of 
every description - words, 
music, colour images, medical 
information, manufacturing 
blueprints and much more. 

It is hard to exaggerate the 
impact of such a two-way uni- 
versal network. Much existing 
technology would be redun- 
dant. including separate televi- 
sions, telephones, faxes and 
computers. Familiar services 
would probably vanish: with 
everybody electronically con- 
nected. physical delivery of 
mail and newspapers would 
become prohibitively expen- 
sive. Many of us would “tele- 
commute" from home rather 
than travel to a distant office, 
and do much of our shopping 


and banking elecmsacaHj; 

Equally far reachHiK da _ 
is likely in social serykae«cfc 
as education and Dtet&al cae, 
With children (and adults* afcfe 

to communicate etedBro n l ca By 
with teachers and libraries 
from home terminals. Indhi- 
dualised home-based tenth® 
might eventuaHy 
conventional schooling. Feepfe 
might also increasingly rely qn 
“tele-medicine": the -first peac-.f 
tion to illness would be to teek 
advice from an electitm&inedt- - 
cal databank: this could befaL 
lowed, if necessary; with aiySt 
eo- conference with a phydeian' 

to whom one cozddinsttmliy 
transmit one’s medical reefed. 

At Wingspread there was 
general agreement that govern^ 
raent has to be heavBy 
involved in this industrial and- 
social transformation. . The 
presence of "free riders" (the; 
fact that no single company or. 
industry can capture -afi the 
profits from urfprmaLipa super 
highways) j u s tifie s puMie suh 
sidles for research and develop-, 
ment of the' underlying 
hardware and for ptiot projects 
illustrating potential benefits - 
in fields such as education, 
transport and healthcare. The: 
public sector should also pro- 
vide a “demand pull” by sub- 
sidising the costs of connecting 
various bodies into a national 
information grid. The_scafe af 
subsidies is debatable although 
nobody blfnked at the |lbn- 
plus (£600m) a year proposed . 
by the Clinton administration. ' 
Subsidies are' the easy part. 
The more difficult long-run. 
challenge is to estahlisha regu- ! 
latory framework that encour- 
ages maximum competition: 
between potential providers of 
information services, while 
strengthening existing privacy ‘ 
and freedom of information • 
Jaws. At present the develop- 
ment of markets worth a big 
chunk of US national income is 
hampered by anachronistic 
laws, such as those that pre- 
vent local telephone companies 
challenging cable TV monopo- 
lies. It is this regulatory tangle, 
as much as lack of capital, that 
is cramping tbe development 
of Mr Gore’s information 
superhighways and the mar- 
vels that will Bo w from them. 
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BUSINESS AIR TRAVEL 


SECTION HI 


The airlines and their corporate client s 
both believe that the business travel 


budget will be spent more carefully in 
the 1 990s than in the high-spending 
1980s. They must either push for 


cheaper seats or implement a more 
radical change. Daniel Green reports 


A time for 
fresh ideas 


THE recession has splintered 
the conformist world of busi- 
ness air travel. It has drained 
first-class and business-class 
cabins of serious fare-payers 
and filled the seats with fre- 
quent flyer upgrades. Deprived 
of high-paying passengers, the 
airline industry is losing 
money fast - jiobn in the past 
three years. 

At the same time, the tide of 
aviation deregulation has 
divided airline executives over 
which strategy to adopt in 
order to return their business 
to profit Should they follow 
accepted wisdom learned dur- 
ing decades of growth before 
the recession? Or has the world 
changed, demanding fresh 
thinking? 

The debate is yet to be 
resolved, but at stake is a large 
chunk of more than $150bn a 
year spent by Europe’s busi- 
nesses on travel and entertain- 
ment 

Among the airlines, the pro- 
tagonists fall into three camps. 

There are the traditionalists 
such as British Airways, Amer- 
ican Airlines and Swissair. 
They continue to raise stan- 
dards, even though this m eans 
maintaining high prices and 
perhaps frightening off cash- 
strapped customers. 

The logic is simple. Regular 
surveys of business passen- 
gers’ preferences by the Inter- 
national Air Transport Associ- 
ation (lata) show that seat size 
is the top priority. This year's 
survey, just published, says 
that more than 88 per cent of 
travellers in business and first 
class rated the size of their 
seat as their “preferred aspect 
of business-class travel". They 
ranked physical discomfort as 
by Ear the worst aspect of long- 
haul travel 

Knowing what their custom- 
ers wanted, airlines have 
charged an ever-widening pre- 
mium for the privilege of 
space. Even after two years of 
recession, a first-class return 
between London and New York 
on British Airways costs 
£3,870; business class costs 
about £2,100. By contrast the 
Apex economy fare is £399 and 
in this spring’s price war a 
ticket can be had for £259. 

Even on short-haul routes, 
some airlines consider they 
can sell higher-price tickets on 
the basis of providing more leg- 
room. Swissair is building sep- 
arate business-class cabins for 
short-haul services and charg- 
ing appropriately for the privi- 
lege of sitting there. On most 
short-haul flights, business- 
class passengers sit in the 
same size of seats as economy- 
class passengers. Their ticket 
buys a faster check-in, bigger 
baggage allowance and slightly 
better food. 

The traditional airlines 
strive to maint ain their pre- 
mium prices for heavily-adver- 
tised products. But they are 
occasionally forced to follow 
the moves of the second group 
of airlines , the old-style entre- 
preneurs such as British Mid- 
land and KLM, the Dutch car- 
rier. Old-style entrepreneurs 
want to sell on price competi- 
tion, even though this puts at 
risk the perceived quality of 
their product and hurts reve- 
nues per seat, ft is a high-risk 
strategy, however. 


Several old-style entrepre- 
neurs have in the past few 
weeks launched products 
aimed at the budget-conscious 
business traveller. On short- 
haul routes in Europe, for 
example, British Midland, in 
which Scandinavian Airline 
System (SAS) has a 40 per cent 
stake, cut many of its fares. It 
was followed rapidly by KLM. 
the Dutch flag carrier, Aer Lin- 
gus, the Irish state airline and 
Air France, normally one of 
the traditionalists. Finally, this 
month BA cut its fares to 
match its rivals. 

These cuts come on top of 
the general price lowering 
effect of old-style entrepre- 
neurs. On London-Frankfurt 
routes there are just two tradi- 
tionalists flying. BA and Luft- 
hansa, and both charge more 
than £350 for a standard busi- 
ness-class return. The return 
business-class fare for the 
slightly shorter London-Am- 
sterdam route, on which four 
airlines including British Mid- 
land an KLM compete. Is £218. 

Long-haul has seen price 
cuts, too. Singapore Airlines 
and Qantas have been battling 
it out on routes between 
Europe and south-east Asia. 
The price of a London to Singa- 
pore business-class return 
ticket fell this winter from 
£2. 200 to about £1,500. 

Finally, the third group of 
airlines is the radical entrepre- 
neurs such as UK carrier Vir- 
gin Atlantic Airways and Con- 
tinental of the US. In the battle 
against the high-investing big 
guns, they are prepared to 
abolish the traditional class 
structure of aircraft and try to 
sell something entirely new. 
These two carriers offer, for 
example, a combination of a 
first class-size seats and busi- 
ness-class levels of service. 

The strategy is not wholly 
new. Since 1984. Virgin has 
been selling its Upper Class 
with first class-style sleeper 
seats at business-class prices. 
Upper Class does not offer 
many of the luxuries, such as 
second helpings of caviar or 
Krug champagne found on 
other carriers. Nevertheless, it 
has been successful enough for 
Virgin to launch its Mid-Class 
service last summer with busi- 
ness classrsized seats selling at 
the price of a standard econ- 
omy fare. 

But Virgin is a relatively 
small airline. Rivals did not 
feel a need to match it. until 
now. In January 1993, Conti- 
nental. the US carrier which is 
operating under the protection 
of Chapter II of the US bank- 
ruptcy laws, launched Busi- 
ness First The strategy, like 
Virgin's, was to abandon first- 
class fores. Continental’s busi- 
ness-class fare-payers now get 
first class-style sleeper seats 
and a crew-to-passenger ratio 
of 1:6, compared with a typical 
1:10 ratio on most north Atlan- 
tic business-class routes. 

Why are there such diverse 
responses among the airlines 
to a simple foil in demand? 

One reason Is that the phe- 
nomenon is new. Every year 
since the Second World War 
until 1991, global air traffic 
grew. With the growth came a 
culture of discounting to 
attract economy-class passen- 
gers and luxury at a price for 
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business and first class. As Air 
France puts it: “the people at 
the front of the plane paid for 
those at the back." 

As the flow of profits from 
the front has dried up, many 
big-name airlines found it bard 
to run economy class for profit. 
Their losses have been embar- 
rassingly high, compared with 
the performance of some bud- 
get carriers that have always 
run economy for profit. Two 


airlines that caught the envi- 
ous attention of their big 
brethren by making money 
from cheap seats are Dallas- 
based Southwest Airlines and 
Corse Air in France. 

Even the most traditional of 
airlines now admits that it 
may eventually have to turn to 
radical solutions. They 
acknowledge that the high 
profit margin, super-luxury 
product they have been offer- 


ing may no longer be appropri- 
ate. 

“Some airlines may follow 
Continental [and drop first 
class]. Some seem to be bold- 
ing on for recovery but never- 
theless concede that there is a 
chance they will reduce the 
Dumber of first class seats," 
says Mr David Coltman. 
vice-president of US carrier 
United Airlines’ Atlantic divi- 
sion. 


Some airlines want to keep a 
top price product but are 
repackaging luxury as some- 
tiring more businesslike. Air 
France is one: “In the past we 
have marketed Concorde as 
lavish and unobtainable. We 
now want to market It as a 
business tool, perhaps as a 
westbound flight combined 
with an overnight return in 
first class," says the airline. 

Air France’s desire to make 


Concorde more accessible is 
clear in its fare structure: its 
Concorde return trip from 
Paris to New York costs little 
more than a first-class ticket 
-and is about £2,000 cheaper 
than BA’s Concorde flight from 
London. 

A solution which can be 
more widely adopted is the 
running of classes as separate 
profit centres. If this were to 
happen, the subsidy that busi- 


ness-class passengers effec- 
tively paid to economy passen- 
gers should shrink. Instead of 
lifestyle marketing, they could 
be on the receiving end of 
more discounting and special 
offers. 

Some travel agents are 
already preparing for such 
changes. Thomas Cook, for 
exa m ple, this month launches 
itself as a cost-cutting agent 
for companies. It will charge a 
fee based on the savings it 
makes for companies rather 
than as a percentage commis- 
sion on the price of the ticket 
from the airline. 

The airlines recognise this 
heightened cash consciousness 
among their business custom- 
ers. “Companies are now hav- 
ing to take a more disciplined 
approach to spending," says 
Mr Chris Gilbert, UK sales 
manager of American Airlines. 

Both the airlines and their 
corporate clients believe that 
the business travel budget will 
be spent more carefully in the 
1990s than in tbe high-spend- 
ing 1980s. They must choose 
whether to push for cheaper 
seats to cut industry’s costs, or 
to implement a more radical 
change away from air travel as 
a luxurious experience to its 
use as part of a business, more 
like the car or the computer. 


Now you can make business 
more of a pleasure. 







At JAL we’re constantly looking for new ways to 
make travelling on business even more enjoyable. It’s 
with pleasure, then, that we announce JAL Mileage 
Bank Europe. JMBE mileage credits are available on all 
normal full fare First and Executive Class tickets. 

And until the 30th of June there is a bonus of a 
further 5,000 free credits. The more JAL miles you fly 
the more there is on offer. Among the 
many benefits are free flights to Japan, 

Far East and Hawaii. Free European 
Breaks. Free ticket upgrades. Free 
accommodation at selected hotels. 



lb celebrate the introduction of improved services 
from Amsterdam, Berlin, Madrid, Milan, Munich, Rome 
and Zurich to Tokyo, existing members will enjoy 
double mileage credits on these routes before 31st of 
July 1993. 

From the 1st of May 1993. JMBE is extended to 
Economy Class passengers, making the scheme one of 
the most comprehensive frequent flyer 
programmes available. For further details 
of your free membership of JAL Mileage 
Bank Europe, and even more reasons to 
fly JAL, just ring your nearest JAL office. 


Japan Airlines 
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T he liberalisation of the Euro- 
pean air transport market, 
coupled with the continuing 
impact of the general economic 
slowdown, has had significant 
repercussions on Europe's airline 
industry this year. 

The deregulation of air fares on 
January 1 has already sparked a 
price war in Europe. Lufthansa of 
Germany was the first to take 
advantage of the new liberal regime 
in Europe, cutting fares from Ger- 
many and the UK. It has been fol- 
lowed by other airlines which have 
also extended the cuts to business 
class in an effort to attract higher- 
yielding customers. 

British Midland, the second-tier 
UK carrier, introduced a new busi- 
ness hires policy with price cuts of 
30 per cent on its routes from Lon- 
don to other European cities. Price 
cuts followed at KLM Royal Dutch 
Airlines and Aer Lingus. 

Sabena of Belgium launched a 
season ticket for regular business 
travellers on its services from the 
UK to Brussels while Swissair last 
month inaugurated its new busi- 
ness class cabin with bigger and 
more comfortable seats. Air France 
is offering reductions on its Euro- 
pean business class while British 
Airways is promoting its new Euro- 
pean services from London's Gat- 
wick airport following its acquisi- 
tion of Dan-Air last year. 

As Sir Michael Bishop, the chair- 
man of British Midland, recently 
put it: "Battle has at last been 
joined on Europe's busiest air 
routes’ - . 

Under the EC's third and most 
radical phase of liberalisation of 
European air travel, airlines are 
now free to set their hires according 
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New competitive forces at work 


to their own commercial Judgment 
rather than by regulators. Although 
there are still some transitional 
restrictions for cabotage or services 
operated by an airline from one 
country in a different state, EC-li- 
cenced carriers are free to fly on 
virt ually any route in the Commu- 
nity. 

“With the Introduction of the 
third package, I believe what has 
happened is nothing short of a revo- 
lution, albeit a relatively peaceful 
one,” says Mr John MacGregor, the 
UK transport secretary. Until the 
advent of liberalisation, Mr MacGre- 
gor says European air services had 
been carved up between national 
flag carriers and competition was 
“simply not on the agenda”. 

But in introducing more competi- 
tion in Europe, the EC has been 
anxious to avoid the experience of 
12 years of deregulation in the US 
which has seen the industry consol- 
idated around a handful of large 
carriers. “In our efforts to free up 
the market, larger airlines must not 
be allowed to abuse their privileged 
position and the interests of smaller 
airlines must be safeguarded," 
insists Mr MacGregor. 

The UK is particularly concerned 
that the new single EC aviation 
market will be distorted by govern- 
ments continuing to support finan- 
cially their respective national flag 
carriers. “Cash injections made to 
state-owned airlines on terms not 
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British MkSand introduced a new business fares ooftcv with 30 dot cant orica cuts on routes from London to other Eunooean cities 
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available in the private sector risk 
placing private sector airlines at a 
distinct competitive disadvantage,” 
Mr MacGregor argues. The UK also 
believes the existing EC guidelines 
to evaluate state aid to airlines are 
outdated and need to be reinforced. 

Another significant problem 
threatening to undermine competi- 
tion is the question of providing 
smaller airlines and new entrants 
with adequate access at busy air- 


ports. This issue has become acute 
because European air travel contin- 
ues to be plagued by congestion 
both in the sky and on the ground 
at some large airports such as Lon- 
don Heathrow or Frankfort. 

One solution to these problems is 
the modernisation and harmonisa- 
tion of Europe's inadequate air traf- 
fic control systems as well as the 
construction of new airport termi- 
nals and runways. But efforts to 


improve air traffic control and pro- 
vide more ground infrastructure 
have been handicapped by frustrat- 
ingly long lead times. 

The construction of a fifth termi- 
nal at Heathrow, for example, is 
expected to take at least 10 years 
from the planning application, 
which was filed this year, to com- 
pletion. In the maantimp, new air- 
lines are scrambling to gain take-off 
and landing slots at Beathrow while 


The Specialists to Spain 
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Direct daily flights to ail major cities with onward connections to 
a further 23 destinations in the rest of Spain, as well as 21 cities 

throughout Latin America. 
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and Business Class, to enjoy a range of benefits including our free 
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the established carriers at the air- 
port are jealously guarding their 
positions. 

The EC has Introduced fresh reg- 
ulations to ensure that new 
entrants axe given the opportunity 
to operate services out of congested 
airports- The system is based on 
giving them priority on new slots 
when these become available. How- 
ever, smaller airlines have contin- 
ued to complain that access at busy 
airports will remain a problem so 
long as established carriers through 
their so-called “grandfather rights” 
are entitled to claim automatically 
the same slots from one season to 
another. 

“Aviation’s most common compe- 
tition killer is historical prece- 
dence,” says Mr Richard Branson, 
chairman of Virgin Atlantic. “The 
rule makers ensure their own fail- 
ure by continuing to tolerate the 
allocation of scarce resources on the 
basis of who had them first: that 
guarantees that nothing can 
change," he says. Mr Branson, 
whose airline has specialised on 
long-haul services, says he would be 
interested in operating short-haul 
European services if be could 
secure the necessary, competitive 
slots at Heathrow. 

The new competitive forces now 
at work in the European airline 
industry are putting increasing 
pressure on smaller airlines and 
accelerating the growing trend of 


EAST ASIA 


consolidation in the industry. 

The big European carriers have 
already been positioning themselves 
in what they regard is rapidly 
becoming a global airline market by 
acquiring stakes and forpng alli- 
ances and partnerships with otter 
international camera. BA has 
bought minority stakes in USAir 
and Qantas as well as stakes m 
small European airlines to 
strengthen its presencem tte EC 
market Apart from absorbing Air 
Inter the domestic French carrier, 
and UTA, the French independent 
long-haul carrier. Air France has 
acquired stakes in Sabena of Bel-, 
eium and CSA of Czechoslovakia. 

Scandinavian Airlines System, 
KLM Royal Dutch Airlines. Swissair 
and Austrian Airlines are in the 
throes of partnership negotiations 
which could eventually lead to a 
merger to form a “fourth force" in 
Europe to compete against BA, Air 
France trod Luft h a ns a of Germany. 
Europe’s big three air Does. Mean- 
while, Alitalia has acquired a stake 
in Malev, the Hungarian carrier, 
while Iberia is building up its links 
with Latin American carriers. 

Smaller carriers continue to see 
opportunities to operate in ruche 
markets alongside the big airlines. 
But they are increasingly likely to 
be pushed into partnership with one 
of the bigger groups to survive in 
the longer term. Despite all the EC’s 
efforts to encourage the develop- 
ment of smaller airlines and new 
entrants, Mr Jan Cartoon, the chief 
executive of SAS, believes that by 
the end of die decade the European 
industry will be dominated by four 
or five large groups of airlines. 

Paul Betts 


Market expected to grow 6 % 
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ASIA, as one of the most 
promising growth markets far 
the international airting indus- 
try, has attracted a host of air- 
lines from east and west, all 
vying to claim their share of 
the pie. 

While other markets for air 
travel have been depressed 
amid slow economic activity in 
leading industrialised coun- 
tries, the Asian market is 
expected to grow by about S 
per cent, according to some 
industry estimates. 

Air travel in the Asia Pacific 
region will grow to 40 per cent 
of international air traffic by 
the end of the century, com- 
pared with 31 per cent today, 
Singapore Airlines reportedly 
forecasts. 

Against this background, air- 
lines are competing to expand 
their share of market demand 
while several countries are 
stepping up investment in air- 
ports to ensure that a propor- 
tion of the greater flow of air 
traffic comes their way. 

Japan Air Lines, fix- exam- 
ple, is increasing flights to 
China, a predominantly busi- 
ness market which it expects 
to be the largest growth area 
in the region. The Japanese 
airline is also looking to the 
resumption of air travel 
between Japan and Vietnam 
for the lint time since the 
Vietnam War. The two coun- 
tries are in negotiations to dis- 
cuss specific routes, JAL says. 

The Japanese government 
also announced recently that it 
would hold civil aviation talks 
with Brunei with a view to 
starting a regular air route. 

At the same time, there is 
increasing traffic between 
regional cities in Japan and 
other parts of Asia. JAL 
expects to see more flights to 
south-east Asia from regional 
cities such as Kagoshima and 
Fukuoka on the southern 
Island of Kyushu. 

Meanwhile, Japan, Hong 
Kong, Taiwan and Korea are 
busy building new airports to 
meet the challenge of what is 
expected to be growing compe- 
tition for business and tourism 
air travel in the region. 

With a number of competing 
facilities coming on stream 
later in the decade, Japanese 
airlines are worried that unless 
timely progress is made in the 
extension of Narita Airport 
and the construction of the 
New Kansai International Air- 
port, Japan’s share of traffic in 
the region could be diverted to 
Korea. 



Narita: Japanese softies are concerned about Hs extension /****- 


The competition is all the 
more intense because lower 
corporate profits have meant a 
decline in more profitable first- 
class and business travel. 

At JAL, the overall volume 
of traffic has increased but 
yields have fallen as a result of 
business travellers switching 
to economy class. Last year, 
the cams' saw business travel 
foil by 16 per cent while first- 
class travel fell by 18 per cent 

However, while undue com- 
petition and excess capacity 
are real dangers, the most tan- 
gled issue facing the airline 
business in Asia today is that 
erf "beyond rights" claimed by 
the US. The issue of beyond 
rights stems from bilateral air 
agreements formed between 
the US and individual coun- 
tries in Asia several decades 
ago. 

Under those accords, a cer- 
tain number of US airlines are 
granted the right to fly to spe- 
cific destinations in the coun- 
tries concerned and from there 
to a third destination. 

A number of Asian coun- 
tries, including Japan, contest 
that the US is abusing its 
beyond rights by taking traffic 
away from local carriers which 
should have first priority over 
routes connecting their home 
market to foreign destinations. 

T hailand , for example, abro- 
gated its bilateral aviation 
accord with the US In 1990 
while the US and Hong Kong 
have also been in disagreement 
over beyond rights. 

Japan has warned the US 
that it cannot accept the use of 
beyond rights in a way which 
threatens the business of the 
carriers of the countries con- 
cerned. 

Japan has refused to grant 
United Airlines permission to 
fly between Tokyo and Sydney 
on the grounds that United 
will be taking business away 


from Japanese and Australian 
airlines. 

Although the ..Japanese 
authorities have allowed 
Northwest Airlines to fly a 
New York-Osaka-Sydney route, 
they have done so on condition 
that the number of passengers 
boarding at Osaka be restricted 
to less than SO per cent 

The Australian government 
is also upset at US attempts to 
capture some of the market for 
travel between Japan and Aus- 
tralia, and has told Northwest 
that only two of its three 
Osaka-Sydney flights could 
carry passengers boarding at 
Osaka. 

The US side takes the posi- 
tion that since it has been 
granted the right in aviation 
accords signed by each ride to 
extend a US-Japan route to a 
third destination, it should be 
able to exercise that right in 
full. Any attempt to restrict 
that right is a unilateral viola- 
tion of the accord, the US 
believes and US aviation 
authorities have gone as for as 
to threaten immediate sanc- 
tions against Japanese airlines. 

However, in this particular 
case Japan refused to bow to 
US pressure. US claims to 
beyond rights are based on an 
outdated agreement which 
does not reflect the current 
reality, Japanese officials say. 


What is particularly annoy- 
ing to Japanese carriers is the 
foct that the US is flexing its 
muscles over beyond rights in 
the region at a time when US 
passenger traffic to southeast 
Asia has declined dramatically. 

In 1990, for example. 5 per 
cent of visitors to Thailand 
were American compared with 
41 per cent in 1963, according 
to the Teiki Koku Kyokai, an 
industry association. 

Japan has so far allowed 
Northwest to continue flying 
its New York-Osaka-Sydney 
route in spite of the fact that 
about 70 per cent of passengers 
on the Osaka-Sydney leg board 
the aircraft in Osaka, support- 
ing Japanese claims that the 
US airline is taking away busi- 
ness from Japanese and Aus- 
tralian airlines. 

If the situation does not 
improve it is quite likely that 
Japan will withdraw North- 
west’s right to fly that route 
and tensions between the two 
sides could flare up. 

Whatever happens, one cer- 
tainty is that competition for 
the Asian air travel market is 
bound to increase as new facili- 
ties come on stream. 

The opening of the Kansai 
International Airport in the 
summer of 1994 will give for- 
eign airlines a greater number 
of landing slots than ever. 

Seoul’s Kimpo Airport, 
which the Koreans would like 
to see becoming Asia’s hub, is 
scheduled to open in 1998 with 
one runway and will eventu- 
ally expand to four runways. 

As capacity increases, and 
competition sharpens, there is 
a danger that airlines could be 
drawn into a costly price war. 

Such a scenario may be of 
short-term benefit to travellers 
but will severely undermine 
the health of an industry 
which is already seeing a grow- 
ing number of casualties in the 
economic downturn. 

Michryo Nakamoto 
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Susan Kent 

American Airlines Flight Attendant 


When you fly American Airlines 
to America, this smile is always 
there. 

It’s a warm, friendly American 
smile. 

And it's part of everything we do 
from the moment you come aboard. 

All so you arrive relaxed, refreshed 
and ready for business. 

For reservations, call your Travel 
Agent Or call American Airlines on 
0345 789789 - 


Welcome aboard American s 
Business Class. A warm smile and 
chilled champagne await you. 


Flying to America, enjoy a dehao 
5-course meal ivilhyour choice 
of main dishes and vintage wines. 


Settle back to ivork or rest 
without interruption. And arrive 
in America ready for business. 


From the UK, American Airlines flies 
non-stop daily lo 6 VS gateways and 
over 300 connecting cities beyond. 
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T he north Atlantic air travel 
market has become like the 
gladiatorial contests in t be 
Roman colosseum with protagonists 
prepared to slug it out in a grand 
setting. For the gladiators, the prize 
was freedom. For the airlines, it is 
profitability. 

The north Atlantic divides the 
two greatest economic entities an 
earth. It is not surprising, therefore, 
that the roads of European and US 
commerce lead there: it is the busi- 
est long-haul business air traffic 
corridor in the world. 

Governments take a close interest 
in the rules of the game. Heavily 
loss-making airlines in the US and 
Europe are pressing their political 
leaders to renegotiate bilateral 
deals with foreign countries to 
improve their competitive positions. 
The deals are now likely to be rene- 
gotiated, setting a new framework 
for transatlantic air travel for the 
next few years. 

The most important changes are 
in prospect on the link between the 
UK and north America. Britain is 
easily the most important gateway 
between the two continents, 
accounting for about one third of 
traffic. At peak times, 100 flights a 
day on 12 airlines link the two. 

The competition is healthy 


THE NORTH ATLANTIC 


Busiest long-haul business corridor 


enough for the passengers. But the 
airlines lurch from one price war to 
another and this spring saw them 
once more leapfrogging each other 
downwards in the price of economy 
class tickets. 

If you had the flexibility to con- 
form to strict timings and had a 
voucher given out by a large UK 
supermarket chain, you could buy a 
return ticket from London to New 
York for £169. 

Price has also become a factor in 
business class and first class. By 
scanning newspaper small adver- 
tisements this month, you could 
pick up a business class return to 
New York for less than £1,000 on 
Kuwait Airlines, compared with the 
£2,100 officially charged by the likes 
of British Airways or Its two main 
US rivals. United Airlines and 
American Airlines. 

That level of discounting hurts, 
but it is more than just the slack 
demand and low fares that upsets 
the airlines. For years, the US and 


UR carriers have felt that the bilat- 
eral arrangements between the two 
countries favoured the other side's 
carriers. BA has said that it is at a 
disadvantage because it is not 
allowed to carry passengers beyond 
the first airport at which it lands in 
the US. Its US rivals, by contrast, 
have first call on anyone who wants 
to fly onwards within the US. 

US carriers argued that BA had 
too strong a grip on the landing 
rights at Europe's most important 
gateway, London's Heathrow air- 
port. Good slots mean frequent 
departures at convenient times, fac- 
tors that are high up the list of 
priorities for the business traveller. 

The bilateral debate came to a 
head in the last year when BA 
signed a deal to give it a large stake 
in USAir, a carrier which has a 
large domestic US network. 

Although the stake did not give 
BA direct control of USAir. it prom- 
ised to provide it with the opportu- 
nity to feed passengers into USAir's 



Weber. Catted on German government 
to cancel its or transport agreement 


domestic network. The big US carri- 
ers objected to the deal on the 
grounds that it met BA's concerns 
without addressing theirs. The US 
government agreed and BA was 


forced to take a smaller stake in 
USAir with some aspects of the deal 
given only one year’s approval. Mr 
Federico Pena, the new US trans- 
portation secretary-, said he wanted 
to use the revised BA-USAir deal as 
a vehicle to rewrite the bilateral 
agreement 

Although talks, due to start early 
next month, are unlikely to reach a 
conclusion until next year, both 
governments in principle want fur- 
ther liberalisation. In an extreme 
case, this could mean abandoning 
the notion of airline nationality 
altogether. Today. UK and US air- 
lines have about half the market 
each, which is the aim of existing 
rules. Under complete liberalisa- 
tion, such targets would be dropped. 
Governments would not concern 
themselves with the market share 
of nations, only the market shares ' 
of airlines, to maintain a competi- 
tive market. 

HA would view such a more sym- 
pathetically. perhaps because it is 


the most profitable airline in the 
western hemisphere. Its strength 
might help it win a greater share of 
the business. 

But governments in the rest ot 
Europe are unlikely to want greater 
liberalisation for their own links to 
the US. The French government has 
called for a renegotiation of its US 
bilateral to cap the US market share 
at 60 per cent 

Mr Juigen Weber, chairman of 
Lufthansa, the German flag carrier, 
has called on the German govern- 
ment to cancel its air transport 
agreement with the US. He says 
tha t cancelling the aviation deal 
will clear the ground for a fresh, 
more even-handed agreement than 
the one which has limited German 
airlines' access to a dozen US desti- 
nations. These developments irk US 
airlines. "The majority of European 
camera are being propped up [by 
their governments] in one way or 
another", says Mr David Colfman. 
vice-president of US carrier United 


Airlines’ Atlantic division. 

But they will have a tough fight 
on their hands to persuade Ger*. 
many and France to allow more 
competition across the north Atlan- 
tic. 

They may use free market argu- 
ments to suggest that business trav- 
ellers in France and Germany will 
suffer. If the rules on flights to the 
US are tightened, then competition 
will be limited and fares could rise. 
By contrast, if the UK-US bilateral 
is further liberalised, then the com- 
petitive pressure on prices should at 
least be main tained. 

One consequence could be that 
more passengers from continental 
Europe will consider Dying to the 
US through the UK. This is not only 
to sare money. Further liberalisa- 
tion of the UK bilateral should 
bring more frequent flights to more 
US destinations, while European 
deregulation should allow more 
flights from more European cities to 
come to the UK. 

The consequence of changes 
mooted in bilateral regulations 
should be that the UK will remain 
the foremost staging post on the 
north Atlantic route, and possibly 
the cheapest from which to fly. 


Daniel Green 


D eep recession in the civil aircraft 
industry has not modified the lon- 
ger-term expectations of the big 
three manufacturers - Boeing, Airbus and 
McDonnell Douglas - for continued growth 
in air travel and demand for new commer- 
cial jets. 

Boeing, the world's biggest manufac- 
turer of airliners, is now forecasting new 
aircraft deliveries totalling more than 
12,000 jets valued at S8l5bn over the next 
16 years. The European Airbus consortium 
estimates demand for 13,500 aircraft over 
the next 20 years, while McDonnell Doug- 
las is forecasting a total requirement for 
14,000 new jets during the same period. 

All three manufacturers also expect big- 
ger wide -body aircraft to take an increas- 
ingly large share of total deliveries over 
the next 10 to 20 years. In its latest study 
of the market. Boeing says larger aircraft 
will account for 58 per cent of all seats 
delivered between now and 2010, and that 
the average size of airliners will grow from 
176 seats in 1980 and 193 seats in 1992 to 
about 227 seats by 2010. 

This trend towards larger wide-body air- 
liners is essentially driven by two factors: 
long-range, non-stop travel is expanding 
while on shorter routes big aircraft are 
seen as a way of beating congestion at 
busy airports. 

Although the turmoil in the industry 
has forced manufacturers to cut produc- 
tion following a wave of order cancella- 
tions and deferrals from financially hard- 
pressed airline customers, all three big 
manufacturers have forged ahead with 
development of new. large wide-bodies. 

The Airbus A 340 entered service with 
Lufthansa and Air France this year. This 


WIDE-BODIED AIRCRAFT 


Manufacturers have forged ahead 


four-engine wide-body boasts the longest 
range of any civil aircraft: it is capable of 
flying non-stop with a full load for 16 
hours or more. The aircraft, which is also 
extremely quiet, has been designed for 
very long routes such as London-Johan- 
nesburg or Paris-Singapore. Airbus will 
also start delivering to customers later 
this year the first A330s, the twin-engine 
sister of the A340. 

Boeing, which has dominated up to now 
the long-haul wide-body market with its 
747 jumbo, is in advanced development of 
the 777, a new family of twin-engine wide- 
body airliners with versions for medium- 
range flights and others for long routes. 

McDonnell Douglas is competing against 
both Boeing and Airbus in this market 
with its MD11 three-engine jet. It has plans 
to stretch this and also develop a new. 
bigger, four-engine jumbo, the MD12. How- 
ever. these plans hinge on the Long Beach. 
California, group being able to complete 
the restructuring of its commercial air- 
craft activities and find new international 
partners to invest in these operations and 
help fund the costly and risky develop- 
ment of a new large aircraft. 

The Russian aircraft industry, long pres- 
ent in the very large jet segment of the 
market, is also vying for a slice of the new 
wide-body business by attempting to forge 
alliances with western partners to develop 
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Boeing Is m advanced development at the 777, a new famfly ot twin-engine wide-body airliners 


new aircraft for both the Commonwealth 
of Independent States as well as other 
worid markets. The first concrete example 
is the new Ilyushin 96M four-engine wide- 
body with seating capacity' for 3S6 passen- 
gers. 


The aircraft, which will compete against 
the A340 and the 777, made its maiden 
flight at the end of March. It is the product 
of close co-operation between the Russian 
industry and US manufacturers. Ilyushin's 
main partners on this ambitious project 


are Pratt & Whitney, the US aero-engine 
group providing the power plant for the 
new aircraft, and Rockwell-Collins which 
is supplying the avionic equipment and 
systems. 

But perhaps the most significant devel- 
opment of the past few months is an agree- 
ment between Boeing and the four Airbus 
partners (Aerospatiale of France, Deutsche 
Aerospace. British Aerospace, and Casa of 
Spain) to study jointly the development of 
an extra-large aircraft, or super-jumbo, 
capable of seating between 550 and 800 
passengers. 

This unusual collaboration between tra- 
ditionally fierce competitors reflects a gen- 
eral feeling among manufacturers that the 
development of a super-jumbo, whose cost 
aerospace industry analysts estimate at 
more than SlObn. can only be viable 
through the broadest of international part- 
nerships. Indeed, other manufacturers 
could ultimately join the Boeing venture 
with the Airbus partners, including 
McDonnell Douglas and the Russians. 

The industry beiieves there wiU be 
demand for a super-jumbo by the turn ot 
the century. Airbus says that the develop- 
ment of an ultra large-capacity aircraft is 
the "next big challenge" facing the com- 
mercial aerospace industry. But it also 
agrees with Boeing that there is unlikely 
to be room for more than one project 


Several airlines have already -shown 
interest in such an aircraft, especially in 
the Asia-Pacific region which is expected 
to continue showing above-average air 
travel growth during the nest 10 years. 
British Airways, which is also interested 
in the super-jumbo concept, has already 
done some studies on the configuration of 
a very large aircraft and the new facilities 
it could bring to travellers - including 
lounges and exercise rooms - to make 
long-distance flying more enjoyable. 

At Long Beach. McDonnell Douglas has 
a mock-up of its MD12 super-jumbo con- 
cept. On the top deck, it has fitted a small 
gymnasium as well as a business centre 
where passengers could send faxes and 
use computer facilities while flying on 
very long routes. 

But apart from the huge cost of building 
such an aircraft, the development of a new 
generation of super-jumbos will also 
require significant new airport infrastruc- 
ture to accommodate these jets at airport 
gates. Airports will also have to adapt 
their facilities to cope with much greater 
flows of passengers disembarking or 
boarding such aircraft. 

With congestion becoming an acute 
problem at a growing number of large 
international airports, demand for wide- 
body aircraft is expected to increase over 
the next few years. In the shorter term, 
this demand will be met by the new big 
twin-engine aircraft such as the Boeing 777 
or the Airbus A330 now in advanced 
stages of development In the longer term, 
the super-jumbo could become a familiar 
sight at leading airports. 


Paul Betts 
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On top of all this extra space atuf comfort you'll enjoy a level of service normally 
associated with traditional First Class travel. 

All for a Business Class fare. 

You ean fly Business!* irst on our daily 747 scrv ices to [Vcw York and Houston. Four times 
a week to Denver. And onwards from any of our gateways to over 140 US cities. 

You II enjoy a First Class service from an increased nuntix'r of flight attendants. A new 


five-course meal service accumjianied by fine French champagne and wine. Not to mention a 
choice of six films on your personal in-seat video. 
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limousine from your home to the airjKirt* or a complimentary night at the Catwick Hilton. And 
the benefits go on and »«. Because as a BusmewFirst traveller you can become a niemlier of m, r 
award winning frequent flyer programme, 4-3 4 ^ 1 him 

Onepass - giving even more advantages. . « - a 

Business First from Continental. CSK&SUb 

An altogether superior dass system. One Airline Can Make A Difference,- 


'Will' in ii TiM mill- rj.|n|. 
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Fierce battle for hearts and wallets 


THE desperation of airlines to 
lure back the lucrative busi- 
ness traveller can be reflected 
in one simple statistic: in the 
past two years, carriers world- 
wide have managed to lose 
every penny of profit made 
«nce the Second World War 
-an estimated total of about 
£7bn. 

It is against that back- 
ground -and the knowledge 
that business class provides 
about 50 per cent of profits 
while taking just 20 per cent of 
the space -that airline have 
been waging a fierce battle for 
the hearts and wallets of the 
executive traveller. 

That war has so far been 
fought largely in the air, with 
airlines offering roomy sleeper 
seats, televisions and “haute 
cuisine" en route to tempt the 
more discerning traveller. 

However, the battlefield of 
the 1990s is almost certain to 
be on the ground. Increasingly 
carriers are focusing on the 
pre- and post-flight needs of 
the business traveller. 

Mr Colin Ellson, deputy edi- 
tor of Executive Travel, the 
magazine which caters for 
business passengers, describes 
it as the "total journey con- 
cept". in a survey recently pub- 
lished by Executive Travel, air- 
lines are judged on many 
factors, including how com- 


pletely they have adopted the 
philosophy. 

It would appear that many 
carriers are going to great 
lengths to take the hagqigq out 
of a business journey as early 
as possible. This has tradition- 
ally meant limousine or heli- 
copter transfers from home, or 
between airports, with airlines 
such as Quantas, Cathay 
Pacific. Virgin Atlantic and 
Continental all offering at least 
the chauffeur option. 

Such luxury is viable, how- 
ever, tor only the smaller air- 
lines. it would be too expensive 
for the larger carriers which 
have more daily flights. 

The larger airlines have 
begun to hit back with their 
own weapons. British Airways, 
for example, is investing £30m 
in its Airport 95 programme, in 
addition to a £100m investment 
in br a nd s . The concept, to 
build customer loyalty “by 
creating a distinctive personal 
and enabling experience that is 
reliable, seamless and hassle- 
free”, hangs on the conviction 
that passengers want a real 
change to their experiences on 
the ground. 

There are plans are to relieve 
clients of their baggage as 
early as possible - at hotel and 
underground check-ins, for 
example - and deliver it to the 
business passenger's final des- 


U Frequent Flyer Programmes 

Conquering 
the world 


PASSENGERS like them. 
Airlines do not, but embrace 
them anyway . Fre quent Flyer 
Programmes (FFPs) have 
spread from their humble 
beginnings in the US to 
conquer the world, despite the 
misgivings of industry 
executives who thought that 
giving away seats might be 
bad for business. 

Invented more than a decade 
ago in the US, they were 
designed to to create and 
maintain customer loyalty. 

The idea was for regular 
passengers to accumulate 
points which could eventually 
be exchanged for free flights. 

The cost of an FFP to the 
airlines, that of filling seats 
that would otherwise be 
empty, was marginal. 

Their success was 
staggering: American Airlines, 
which started its scheme in 
1981, now has about 20m 
members. 

to recent months, some of 
the last pockets of resistance 
to this marketing tidal wave 
have surrendered. The hies 
of Air France and Lot Polish 
Air lines have joined in, Ja pan 
Air Lines has extended its FFP 
to Europeans, and British 
Airways this month opens its 
scheme to residents of 
Australasia, the Americas and 
South Africa. 

FTPS are now toe airline 
industry’s most tried and 
tested marketing tool US 
members of FFPS have already 
earned more than GOObn miles’ 
worth of free travel, according 
to one industry estimate, 
enough to fill more than 
500,000 transatlantic Boeing 
747 flights. 

Yet this very success brings 
problems. US airline 
executives acknowledge that 
accounting standards bodies 
are asking whether the 
financial liability tied up in 
seats owed should be included 
in company accounts. “One 
of the big concerns is this 
contingent liability concedes 
Mr Richard Mound, head of 
relationship marketing at 
British Airways. 

Tax authorities, too, are 
looking at the value of the 
giveaways for both the airlines 
and their customers. The 
power of FFPs to attract 
members would be hit if 
passengers were taxed cm the 
value of private flights they 
earned through company 
travel. 

Perhaps worst of all for the 
airlines is the dear risk that 
they will be forced to turn 

away fare-paying passengers 

to meet their obligations to 
travellers redeeming frequent 
flyer points. 

Airline executives are 
reluctant to concede publicly 
tv/i* danger to their revenues. 
However, some have already 
blamed low yields - l° w 
turnover per seat - on FFP 
members exercising their 
rights to free seats. 

Their concerns can be 
inferred from the structure 

of recently-launched FFPs. 

Lufthansa, the German earner, 
is typical to stipulating a 
two-year time limit to control 
the flow of free seats. 

Passengers are also bemg 
dissuaded by a variety of 
wwana from cashing in their 
paints for free flights- “It 
would be highly desirable from 
our perspective if customers 


used their points to buy 
upgrades rather than free 
tickets," says Mr Chris Gilbert, 
UK sales manager of American 
Airlines. 

The strategy seems to be 
working, according to Mr 
David Perkins, managing 
director of Carlson Marketing 
which operates several FFPs 
for airline customers. “Almost 
half air miles points are now 
being used for upgrades," be 
says. 

Some airlines offer rewards 
completely unrelated to air 
travel. KLM, the Dutch carrier, 
for example, offers two-day 
music master classes in Vienna 
and cordon bleu cookery 
classes. 

The search Is also on to. 
extract more value from the 
huge amount of information 
available from FFP databases. 

While airline tickets are 
anonymous, FFP databases 
allow airlines to find out who 
their passengers are and what 
are their patterns of travel 
They ram then use direct mail 
to send sales and marketing 
information to particular 
groups of customers. 

Airlines can also identify 
their best customers and tailor 
services to them. Many of 
British Airways' top 1,000 
customers, who are estimated 
to spend on average £50,000 
a year on air travel, now hold 
a BA Premier Card. This 
unpublidsed card earmarks 
a group that BA consults 
directly about the services it 
offers. 

Smaller airlines can In 
principle make equally good 
use of such information but 
suffer from having a much 
smaller database to play with. 
Cross-airline allegiances are 
cute solution: Virgin and 
British Midland share an FFP 
in the UK, while Singapore 
Air Lines, Swissair and Delta 
erf the US have linked their 
FFPs across their respective 
continents. 

Cross-company links are 
being used by airlines big and 
small to e xtend the scope of 
their FFPs and with it their 
a t tract i veness to passengers. 
Car rental companies and hotel 
chains are among those to 
share FFPs and award schemes 
with airlines. Avis, for 
example, has agreements with 
11 airlines ranging from Iberia, 
the Spanish, national carrier, 
to Manx Airlines, a small UK 
regional carrier. 

Even Asia may eventually 
succumb. After years of 
decrying the idea, Cathay and 
Singapore are opening up their 
FFPs for Asian residents on 
intra-Asia flights for the first 
time. 

Airline executives are 
reluctant conquerors of toe 
world with their double-edged 
marketing sword. Many hope 
that when all airlines have 
FFPs, their usefulness to 
distinguish one airline from 

another will diminish. 

They may have the help of 
the tax authorities, if the 
frequent flyer benefits become 
taxable. And companies, too, 
may press for better deals on 
feres and forego their frequent 
flyer points. 

But until then, the 
continuing advance of the 
frequent flyer programme 
seems inevitable. 

Daniel Green 


filiation. The carrier is also 
trialling a mobile check-ln ser- 
vice carried out by attendants 
with portable computers, 
which is expected to reduce 
queues. BA has also Introduced 
Time Saver, a self-service tick- 
eting and check-in facility for 
those who want the quickest 
route through airport red tape. 

BA already has a fast-track 
service for executive passen- 
gers at Gatwick, which gives 
them priority for security, 

Virgin has led the field 
with its £lm lounge at 
Heathrow, opened just 
two months ago 

immigration and customs. The 
airline plans to introduce this 
at other airports soon. 

The terminals have become 
the most important areas of 
competition, with millions 
being spent on offering busi- 
ness travellers facilities they 
never even knew they wanted. 

Virgin has led the field with 
its Elm lounge at Heathrow, 
opened just two months ago. 
“We derided to turn the con- 
vention on its head,” said a 
Virgin spokesman referring to 
the unusual nature of the 
lounge. The opulent facility at 
Terminal Three, for Virgin's 


Upper Class passengers, has 
seven different areas to cater 
for whatever mood they are in. 

This includes a model rail- 
way bar where the train deliv- 
ers the drinks, a panelled 
library with 5,000 books - al- 
though users would have to be 
speed-readers since the books 
may not be taken away - and a 
darkened games room with the 
latest in computer entertain- 
ment 

Other facilities include an 
observation deck, a sound- 
proofed music room and a 
bathroom where travellers can 
soak to the sound of singing 
whales. 

BA also has its own new 
state-of-the-art lounge facility, 
opened last month, at Termi- 
nal Four. The facility has been 
described by BA officials as 
more like a hotel lobby than 
existing airport lounges. “Peo- 
ple can use the lounges as an 
extension of their travel,” says 
Mr Dave Bevan, senior man- 
ager of BA's service delivery 
systems. "If they arrive early 
at a destination, they can now 
go to the lounge, shower, 
change and then go on, fresh 
for their meeting.” 

Many other airlines, such as 
United and British Midland, 
have invested in their own 
lounge facilities. 

Yet the airlines are not the 


only ones which feel the pres- 
sure to fight for executive busi- 
ness. Aware that the carriers 
will be looking for more space 
for these customers, the air- 
ports have met the challenge 
with enthusiasm. 

At Heathrow, for example, 
BAA is investing £l2m in 
adding 90,000 sq ft of private 
lounge space in Terminal 
Three for first-class and busi- 
ness-class customers. Airlines 
intending to take up the new 
space include American, 
Cathay Pacific, Korean, Malay- 
sia, All Nippon, Air Canada, 
SAS, Singapore, Thai, JAL, 
Kuwait, Quantas, and a range 
of other smaller carriers. 

Gatwick is also investing 
£3m in facilities dedicated to 
the business traveller, to be 
completed this spring. It will 
include access to showers, 
laundry and breakfast. The 
lounge is being developed in 
conjunction with a £l2m 
investment in Gatwick’s North 
Terminal. 

Eventually, however, the 
war will have to move from 
behind the velvet curtains of 
increasingly plush lounges and 
out into the open. Possibilities 
being mooted include ground- 
to-air communication, or even 
aircraft-to-aircraft, Links. Vir- 
gin is already investigating 
options for “interacting” with 


KLM ground service: aWnes are Bcety to focus on pro- and post-fBght needs ot the business traveller 


services on the ground, or vice 
versa. 

Whatever the airlines dream 
up next will prove of little use, 
however, unless companies 
allow their executives that 


extra perk of flying business 
class. According to a recent 
Mori poll, half the executives 
questioned had downgraded 
their class of air travel and 
more than a third were making 


fewer trips. Until that changes, 
the whales in Virgin’s lounge 
may find they are singing to 
thin audiences. 

Peggy Hollinger 


Our Transatlantic service 
now takes off from here. 



There is now a new, and 
altogether better way to get your trip 
from Heathrow to the USA off the 
ground 

It’s the United Airlines Park and 
Check-in service. Nothing could be 
more convenient Or less hassle. 

Simply drive to the Forte Crest 
Heathrow, just off the M4, park your car, 
and stroll to the United check-in desk 
just inside the Hotel. 

Present your United. ticket and 


all the check-in formalities can be 
completed There and then. 

If you now have a little time in 
hand, feel free to use the hotel’s 
restaurant or business centre facilities. 

Or go straight to the terminal on 
the comfortable 43 seat coach and 
through to United’s Red Carpet Club 
lounge if you have a First or 
Connoisseur Class ticket - or go 
straight to your boarding gate. 

And on your return to the UK, 


your car will be waiting for you in front 
of the hotel. 

Park and Check-in: it’s just one 
of the things which makes business 
flying with United more enjoyable - 
from the ground up. 

Tb find out more, call United on 
081-990 9900 in London, or 0800 888 
555 from all other areas. 

Come fly the airline that’s uniting 
the world 

Come fly the friendly skies. 



United Airlines 
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B y the end of the 1990s. 
Concorde will have 
been carrying commer- 
cial passengers at supersonic 
speeds for almost a quarter of 
a century, having entered com- 
mercial service in 1976- 
Normally 25 years is about 
the maximum life-span for an 
airliner, but Concorde's rela- 
tively low annual utilisation 
rate, compared to subsonic 
jets, and its intensive mainte- 
nance schedule mean It will 
probably be able to continue 
flying well into the next cen- 
tury. 

Nevertheless, Concorde was 
designed in the 1960s and inevi- 
tably even its most ardent 
admireres are beginning to ask 
what comes next 
There is already much inter- 
est in the world airline and 
aerospace industry in the 
development of a second-gener- 
ation supersonic airliner - or 
High Speed Commercial Trans- 
port - to replace Concorde. 

It is unlikely, however, that 
any HSCT could emerge before 
the year 2005 at the earliest 
Before any successor to Con- 
corde could be built key tech- 
nological, environmental and 
commercial economics issues 
must be addressed. 

The HSCT would be expen- 
sive to build - some estimates 
have suggested it could cost 
$15bn or more to develop - and 
it is likely to face even more 
severe environmental restric- 
tions than Concorde In terms 
of noise levels and pollution. 

No single company can 
afford that sort of money - par- 
ticularly with other large sub- 
sonic aircraft studies such as 
the 800-seat Ultra-High Capac- 
ity Aircraft under way. 

A single US-led international 
effort to share the research and 
development costs of the HSCT 
probably stands the best 
chance of success, but multina- 
tional consortia are notori- 
ously difficult to assemble and 
manage. 

Nevertheless, an informal 
start has already been made 
The lending airframe manu- 
facturers in the US (Boeing 
and McDonnell Douglas), west- 
ern Europe (Aerospatiale. Brit- 
ish Aerospace and Deutsche 
Aerospace) and in Russia and 
Japan have been working on 
many aspects of the HSCT for 
some time, together with the 
engine manufacturers. 

Among the issues, noise will 
be especially critical. The 
HSCT's engines will need to be 
much quieter than those of 
Concorde in order to use exist- 
ing airports and meet interna- 
tional aircraft noise regula- 
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Focus is on a second generation 



Thera is already much Interest In the the development at a second-generation supersonic asfiner. Rolls-Royce is studying potential engine designs for future aircraft concepts such as this proposed supersonic executive jet 


tions which have been progres- 
sively toughened in recent 
years. 

The engines will also have to 
be mncb more efficient, in 
order to save fuel and keep 
down operating costs while 
also reducing, if not eliminat- 
ing. pollutant emissions, espe- 
cially nitrons oxides in the 
upper atmosphere. 

This may mean turning to 
new forms of engine, perhaps 
using combined-cycle turbofan- 
ramjet technology which is 
being studied in Japan and 
elsewhere. 

The aircraft will also need to 
make considerable use of low- 
weight, high temperature-resis- 
tant materials, such as ceram- 
ics and new composites capa- 


ble of coping with the 
extremely high temperatures 
that will be generated both 
inside the engines and on the 
aircraft skin during the longer 
periods of sustained and faster 
supersonic cruise that Con- 
corde is called upon to per- 
form. 

But although there are still 
many unresolved technical and 
other problems, the aerospace 
industry’s general view 
appears to be that none of 
these are insurmountable. 

Probably the most critical 
factor in the final decision on 
whether to go ahead with an 
HSCT is the likely market for 
supersonic traveL 

Although Concorde has been 
operated profitably by British 


Airways and Air Prance since 
the mid-1980s, no provision has 
been made Tor depreciation 
costs on an aircraft that cost 
£1.2bn to develop. 

With its payload of only 100 
seats. Concord may be an engi- 
neering triumph, but its pre- 
mium fares have always lim- 
ited its market appeal. 

To be commercially viable, 
the industry believes that the 
next generation of supersonic 
airliners will probably have to 
be much bigger than Concorde, 
fly slightly faster and have a 
significantly longer range. 

The HSCT probably needs to 
seat 250 to 300 people in several 
classes, cruise at around Mach 
2.4 (1.500mph) compared to 
Concorde's Mach 2, and have a 


range in excess of 5,000 miles 
compared to Concorde’s 3500 
miles. 

The range is critical because 
it would open up new high-den- 
sity routes such as the trans- 
pacific routes from America's 
west coast to Asia. 

Por example, the Los 
Angeles to Tokyo route could 
be flown non-stop in about A3 
hours, instead of today’s sub- 
sonic 10.3 hours. 

However research suggests 
that most passengers are will- 
ing to pay only a relatively 
modest “supersonic premium" 
of 10-20 per cent over subsonic 
fares. 

There are strikingly different 
estimates of the potential mar- 
ket size for a new HSCT. The 


most optimistic suggest that 
demand in the first quarter of 
the next century could reach 
2S man y as 1.000 new super- 
sonic aircraft, worth some 
S2OObn-$3O0bn. 

However, more conservative 
estimates suggest that if such 
an aircraft could be built at an 
economic cost the market 
might run to several hundred 
aircraft at most 

While small in comparison 
with many subsonic jets built 
over the past 40 years, that 
would still make it exception- 
ally successful compared with 
the total of 16 Concordes that 
originally entered service with 
BA and Air France - reduced 
:o 13 in use today by the need 
for spares. 


The requirement for a 
"spares pool” serves as a 
reminder of Concorde’s creep- 
ing middle age. 

Perhaps the real challenge 
for the manufacturers and the 
airlines will be to keep Con- 
corde Qving until a second-gen- 
eration supersonic airliner is 
ready to replace it 
Last year. BA's seven Con- 
cordes completed 250.000 com- 
mercial supersonic flying 
hours - more than the com- 
bined air forces of the west 
since the introduction of super- 
sonic combat aircraft 
In some areas the strain is 
beginning to show. Last year, 
BA began even more frequent 
checks following a series of 
incidents since 1989 in which 


parts of Concorde's rudder fell ' 
off during supersonic flight •; 

None of the incidents .repre - 
sented a serious risk to the air- 
craft but they were an cm&ar. 
rasment. Subsequently, BA 
asked British Aerospace, 
responsible for the original . 
rudder design, to m a n ufact u re 
a new series of rudders for its 
Concordes for a total cost of 
about Horn- 

Each Concorde is at present 
cleared bv the UK and French 
airworthiness authorities to fly 
3 total of about 7.000 super 
sonic flights. ; 

BA's fleet of Concordes has 
already completed more' than' 

4.000 flights and is expected to 
reach its current operational 
limit by 19&5-99. 

The airline operators, the 
airframe manufacturers iBAe 
and Aerospatiale) and the 
engine suppliers (F.olls-Royce 
and Snecma), have been work- 
ing to try to extend Concorde’s^ 
life into the next century. The 
airlines in particular hope to 
stretch the life of Concorde 
until 2010. 

In the meantime. BA’s Con- . 
corde fleet is being given an 
interior facelift. Eight years 
after the last refurbishment , 
Concord is getting improved 
seats - with a folding central 
arm rest - new decor and gal-, 
leys. 

The 1980s provided Concorde 
with a significant boost as cap- 
tains of industry and finance: 
pop stars and sports personali- 
ties climbed aboard to cross 
the Atlantic in style and on 
time rather than worry about 
the cost. 

Inevitably, the recession and 
the cost-consciousness of the 
19905 has forced some compa- 
nies to reconsider the expense . 
of flying senior executives by 
Concorde. But Concorde still 
attracts its regular fliers. 

Mr W. D. (Jack) Lowe, BA's 
director of flight crew for Con- 
corde. says the airline remains 
“very happy” with the Con- 
corde operation and Is confi- 
dent that the service will con- 
tinue well into the next 
century. He says the transat- 
lantic flights are currently ach- 
ieving an average load factor 
of 60 to 70 per cent 

Apart from regular transat- 
lantic services. BA has run 
scheduled winter flights to 
Barbados for the past four 
years which Mr Lowe says “are 
hosier than ever,” and both BA 
and Air France have also 
developed successful charter 
businesses for their supersonic 
jet- 

Paul Taylor 
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fl OFFICE IN THE SKY 


Stay in touch from almost anywhere 


THE rapid advance of silicon 
technology over the past 
decade has enabled the travel- 
ling businessman to stay in 
touch with the office from 
almost anywhere on the globe. 

Over the past decade the 
advent of high-powered light- 
weight notebook computers in 
particular has made portable 
computing a real option. By 
using a modem, the user can 
remotely send and retrieve 
information from virtually 
anywhere there is a telephone 
line. 

Today there is nothing sur- 
prising in the sight of a busi- 
ness executive struggling with 
a shoulder bag bursting at the 
seams with electronic gadgetry 
or opening a briefcase to reveal 
the latest in slimline notebook 
computers - and perhaps even 
a portable printer or fax 
machine. 

Soon, a new generation of 
pocket-sized machines called 
personal digital assistants will 
add a further dimension to the 
concept of the mobile office by 
combining the functions of a 
pen-based computer system 
and a mobile telecommunica- 
tions device. 

Voice and data communica- 
tions services are becoming 
more international For exam- 
ple since last September it has 
been possible to contact busi- 
ness travellers in five Euro- 
pean countries - Germany, 
France. Italy Switzerland and 
the UK - by pager using the 
Euromessage service provided 
by Hutchison Paging. 

Similarly, the introduction of 
digital cellular telephone ser- 
vices across Europe based ou 
the pan-European GSM stan- 
dard means that travellers will 
soon be able to use their 
mobile phone or even more 
conveniently, their GSM smart- 
card, anywhere in Europe. 

These terrestrial telecommu- 
nications developments are 
being mirrored by the intro- 
duction of new systems and 
sendees in the air. On many 
airlines, particularly in North 
America, the business air trav- 
eller will soon be offered all 
the voice and data telecommu- 
nications available in the office 
from the comfort of his airline 
seat. 

These new digital telecom- 
munications services range 
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Singapore Akibias was (ha first commercial carrier to use Skyphone and k installing the service on afl Rs long-haul fleet Singapore Telecom Is part of the Skyphone consortium 



from high quality voice tele- 
phony to facsimile and com- 
puter data links, together with 
a wide range of entertainment 
and Information services. 

A basic air-to-ground public 
telephone service based on 
VHF radio has been available 
to passengers on many US car- 
riers’ domestic flights since the 
mid-1980s. The first passenger 
telephone call from an airliner 
was made in October 1984 on 
an American Airlines flight 
from Dallas to Chicago using 
the Airfone service. 

Until the beginning of last 
month, more than 26m calls 
had been made using the GTE 
Airfone system which is now 
installed in almost 2,000 jets 
operated by IX US airlines. 


K» A 


Most of the systems are seat- 
based, although a few of the 
earlier installations feature 
cordless bulkhead-mounted 
equipment 

But despite the popularity of 
these services, which cost 
about $2 a minute for a domes- 
tic call the technology behind 
them has some serious limita- 
tions. 

In particular, because it is 
based on older analogue radio 
telecommunications technolo- 
gy - like most terrestrial cellu- 
lar telephone systems -call 
quality is not always what it 
should be. And because it 
relies upon the signal being 
passed from one ground sta- 
tion to the next calls are some- 
times dropped. 


In addition, the equipment 
on the aircraft is limited in its 
range to the line-of-sight 
between the aircraft and the 
nearest ground station - a 
maximum of about 200 miles. 
This means the service is lim- 
ited to flights above continen- 
tal America and up to about 
200 miles out to sea. 

Most of these problems are 
being addressed by the intro- 
duction of new air-to-ground 
systems based on digital tech- 
nology, and by satellite com- 
munications. Digital systems 
not only provide much clearer 
call quality, they also enable a 
wide range of value-added ser- 
vices to be offered. 

In the US, In-Flight Phone, 
an Illinois-based company, was 
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the first to develop a digital 
communications system for 
aircraft passengers. Its Flight- 
Link system is based on 50 US 
ground stations and was devel- 
oped over three years at a cost 
of $65 sl Last month, following 
operational trials, USAir 
decided to install it in up to 402 
of its aircraft by the end of 
1994. 

In addition to air-to-ground, 
ground-to-air, air-to-air and 
seat-to-seat railing, the in-seat 
system can also provide a wide 
range of other services includ- 
ing facsimile and computer 
data transmission, computer 
video games, news and stock 
quotes and mail-order services. 
Credit cards are used to pay for 
all the services. 

FlightLink is being evalu- 
ated by a number of other US 
airlines and several In the Mid- 
dle East. Meanwhile, GTE Air- 
fone will introduce its own dig- 
ital system, called GenStar, in 
mid-year. Like FlightLink It 
will also provide a host of new 
services including fax services 
and personal computer connec- 
tions. GTE plans to have all 
existing Airfone installations 
converted to GenStar equip- 
ment by mid 1996. 

Meanwhile, Claircom Com- 
munications, formed in 1990 as 
a joint venture partnership 
between McCaw Cellular Com- 
munications and General 
Motor's Hughes Network 
Systems, has launched a ser- 
vice aimed at providing digital 
telecommunications systems 
for corporate jets as well as the 
commercial market. The com- 
pany Launched its AirOne sys- 
tem in 1992, with orders from 
Alaska, Southwest and North- 
west to equip a total of 550 
aircraft 

All three US digital service 
providers are also linking up 
tbeir systems with emerging 
satellite-based digital telecom- 
munications systems to pro- 
vide worldwide access. They 
will be compatible with the 
planned European terrestrial 
fligh t telephone system 
(TITS). 

Unlike t he co mpeting US 
systems the TFTS will be a sin- 
gle system, initially covering 
all of western Europe. Compet- 
ing service providers will use 
the same network of ground 
stations which will be operated 
by the national telecommuni- 
cations organisations. 

However, delays in its con- 
struction have hampered the 
growth or passenger aircraft 
telecommunications in Europe. 
Indeed there is some doubt 
about whether such a system 
is needed at alL 

Although air-to-ground tele- 
phone systems will probably 
continue to provide the lowest- 
cost services and are most 
suited to short-haul flights, 
their Limited coverage means 
that digital satellite-based ser- 
vice providers - such as the 
Skyphone consortium compris- 
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Log British Telecom. Norwe- 
gian Telecom and Singapore 
Telecom - also have a key role 
to play, particularly for long- 
haul operators. 

The Skyphone consortium 
developed the first satellite- 
based passenger telephone ser- 
vice using International Mari- 
time Satellite Organisation 
(Inmarsat) satellites in 1990. 

Singapore Airlines was the 
first commercial carrier to use 
Skyphone and is installing the 
service on all its long-haul 
fleet According to Mr Graham 
Lamble, manager for Skyphone 
marketing support at BT, the 
Skyphone service is available 
ou more than 100 aircraft 
today, most of them business 
jets. 

Skyphone provides both 
voice and data telecommunica- 
tions and is due to add a fac- 
simile facility in the near 
future. 

Another significant trend is 
that passenger telecommunica- 
tions systems are being inte- 
grated with the increasingly 
sophisticated in-flight enter- 
tainment systems which most 
airlines are installing in their 
business and first-class cabins. 

But not all carriers believe 
that their customers want 
office-style telecommunica- 
tions facilities at their airline 
seats. Some carriers, particu- 
larly those in Europe and 
many in east Asia, believe that 
their business customers 
would rather relax than work 
during flights. In research con- 
ducted by several airlines 
including Virgin, Cathay 
Pacific and British Airways, 
passengers put business ser- 
vices near the bottom of their 
list of priorities. 

BA conducted detailed inter- 
views with 80 frequent busi- 
ness fliers 18 months ago and 
discovered that its passengers 
most wanted to use the time to 
relax before their next appoint- 
ment. The passengers also 
emphasised that they wanted 
to manage their own time and 
be treated like individuals 
“rather than pin-striped busi- 
nessmen.” 

“They do not want the seat 
turned Into an office” said Mr 
David Charlton, group brand 
manager for BA's long-haul 
fleet 

Accordingly BA is trying to 
turn their seats into “their 
favourite armchair in the sky." 
Based on the research and tri- 
als, BA is still considering 
whether to install passenger 
telephones in business and 
first-class cabins for occasional 
use. 

Instead, it is emphasising 
passenger well-being and com- 
fort by installing new Club 
World seats and a state-of-the- 
art eight-channel seat-back 
video system providing passen- 
gers with an unrivalled choice 
of viewing entertainment 

Paul Tayior 
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T he journey between London and 
Paris must rank as one of the most 
frustrating in the worid 
In terms of distance, the two capitals are 
separated by just 300 miles - a trip of per- 
haps three hours by conventional train or 
nearer two by France's Train d Grande 
Vitesse. But the irritating intervention of a 
strip of water called the Channel stretches 
the train-aod-ferry journey to a marathon 
seven or eight hours. 

Not surprisingly, business people travel- 
ling between the two capitals choose air 
transport every time. But this could 
change. Business people are about to dis- 
cover a new way of travelling between 
London and Paris for Brussels) called 
Eurostar - the brand name of the interna- 
tional express train service doe to start 
running through the Channel tunnel in 
June next year. 

Eurostar has the potential to bring dras- 
tic changes to the cross-Channel travel 
market. Its attractions are clean instead of 
having to make the journey out to an 
airport, allowing an hour for checking in, 
undertaking the air journey and transfer- 
ring from the airport to the city at the 
other end, people will be able to travel 
directly from city centre to city centre in a 
single leap by Eurostar. 

The trains themselves - 31 of them 
- have been specially designed for interna- 
tional services. Each will have a power car 
at each end and 18 carriages in between, 
producing an overall length of a quarter of 
a mile. Ten carriages will be Brat class, 


Is there 


with seats for 210 passengers; six will be 
second class, with seats for 584 passengers; 
and two will be bar-buffet vehicles. 

In the second-class area, seats will be 
mainly airline-style, facing in the same 
direction, although some will face each 
other across tables. Food will be available 
from the buffet, and a trolley service will 
serve snacks. Mul tiling ual personnel on 
board will offer information and help. 

Clearly the first-class accommodation 
will be the main focus of competition for 
the business travel market Here. Eurostar 
will offer what it calls “high quality ser- 
vice in a relaxed and sophisticated ambi- 
ence". Seating will be spacious, with three 
reclining seats across the width of the 
carriage. There will be a choice between 
seats facing each other across a table and 
seats facing the same direction. Hot meals 
will be served to passengers at their seats. 

Rail travel therefore looks likely to be 
highly competitive with airlines in terms 
of space and comfort It will also be com- 
peting on price, although both sides are 
keeping their pricing strategies under 
wraps. But what about speed and fre- 
quency? 


■ THE CHANNEL TUNNEL CHALLENGE 


room for plane and train? 


. 'MT 



Eurostar has the potential to bring (bastic changes to fee cross -Channel travel market 


If, as planned , the services start in June 
2994, the initial timetable is expected to 
offer one train an hour each way between 
London and Paris. Services will run 
between Waterloo Station in London and 
Gare du Nord in Paris, with some trains 
stopping at Ashford on the British side of 
the tunnel and at Frfethun (near Calais) or 
Lille on the French side. 

The tr ains , modelled on the French 


TGV, will be fast: they will travel at 
speeds of up to 300kph 086mph) cm the 
high-speed TGV Nord line between Paris 
and Frethun. 

On the British side of tire tunnel, how- 
ever, they will be unable to get up to 
anything like their top speed because they 
will have to use the existing tracks 
between London and the coast, sharing 
them with Network South East commuter 


trains. The result is that the total journey 
rime for non-stop trains will be three 
boors. . , 

Eventually, thi r a should change. Britain 
says it plans to build a new 140mph rail- 
way between London and the coast to take 
the Eurostar trains and some fast com- 
muter h i rin g still to be determined is how 
the ling wiQ be funded or when it will be 
built, but the British government is hop- 
ing it wzD be ready to open by around the 
turn of the century. If awri when it does, a 
London- Paris non-stop journey will take 
2hrs 27 mins. 

Even at the slower speed, however, it 
can be seen that the train service will be 
very competitive with air travel on city 
centre to city centre journeys. A typical 
weekday trip by air from London to Paris 
might consist of an hour's journey from 
London bo Heathrow airport, an hour’s 
wait at the airport, an hour on the air- 
craft, and an hour to get into Paris at the 
other end: four hours in totaL The train 
will also enable people to work or relax 
without interruption from one end of the 
journey to the other. 

On the face of it, then, Eurostar would 


seem set for easy victory in the London 

Paris market. . ■ - 

But it would be a mistake to write off 
the airlines too soon. Mr Richard Hasmafa, 
transport analyst at UBS, PJWits out 
people's decisions about whether to use 

train or aircraft on a journey mm 
to Paris will depend very much on where 
their journey starts from. 

"Clearly the train is quicker pom city 
centre to city centre, but m real life that's 
not necessarily where people's journey* 
begin and end," Mr Hannah says. 

"If everyone started their journeys from 
Trafalgar Square, for example, thesT the 
train would be quicker. But if you are a 
businessman setting off in the thonuBg 
from your home in the Surrey or Hert- 
fordshire commuter belt, the idea of trav- 
elling into London to take the train might 
be less attractive than driving to Gatwick 
or Heathrow airport." 

In other words, there will be room fin - 
both the train and the plane after the 
tunnel opens. Inevitably, though, the air- 
lines will suffer a sharp diramotkin in 
their market. If they have not been com- 
plaining too loudly, then Mr Ian Wild, 
transport analyst at Barclays de Zoete 
Wedd, says it is not altogether surprising: 
profits on short-haul European services 
are notoriously so small that most airlines 
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t is a curious irony that air- 
lines are waging some of the 
industry’s most intense 
competitive hostilities over 
cabin hospitality for the rela- 
tively small pool of business 
travellers in these days of 
global recession. 

it is a rivalry over inches of 
in-flight leg room and video 
channel selections as well as 
the squash iness of chairs. 

The elusive corporate cash 
has reduced airlines to making 
claims and counter-claims 
about who introduced which 
feature Brat as they compete to 
seat board members. 

Mr Mike Batt, British Air- 
ways' newly-appointed market- 
ing director, claims to have 
started the trend for airlines to 
focus less on Gist class and 
more on improved business 
class. 

He says: “In 1988 we were 
the first to re-launch our long- 
haul business class as a 
'diluted' first class.” 

BA spent about £25m on its 
Club World in 1987; "Before 
that it was a sort of bcefed-up 
economy class. There has been 
a step-change in quality." 

He says the improvements 
have increased revenue and 
the number of passengers; "In 
the Grst year, revenue went up 
about 24 per cent." 


LUXURY AT 40,000 FEET 


Claims and counter-claims 


BA's move forced all other 
airlines to match the new stan- 
dard anrf more than 20 airlines! 
were forced into re-launching 
their business air travel ser- 
vices, Mr Batt says. 

Today, BA is in the throws of 
a further £!00m re-vamp span- 
ning all its premium brands 
which it styles as a big assault 
on the world’s business air 
travel markets. Much of the 
new service was launched on 
April 1, with the remainder 
coming into cabins from April 
15: 

“In 1988 we thought the seat 
was great; fours years later we 
realised it doesn't really suit 
people over six feet one inch. 
Also, the cradle for the head 
could have been softer and the 
foam on the base of the seat 
seemed a little too hard,” Mr 
Batt says. 

BA is also introducing 
between six and eight new 
video channels - beaming out 
an estimated GO hours of pro- 
gramming on a loop which will 
bring the executive everything 


from BBC documentaries to 
Hollywood films . 

Aside from the comfort 
required by harassed execu- 
tives who need to be fresh for 
their foreign business affairs, 
Mr Batt believes that business 
air travel facilities offer clients 
the reliability they need: 

“We maintain back-up air- 
craft in case a plane goes down 
on us. You can't just say to the 
business traveller ‘Sorry, the 
plane's sick, you can't go to 
New York today.' ” 

Mr Richard Branson's Virgin 
Atlantic Airlines takes an 
equal pride in pandering to the 
tastes of those able to pay 
more for their tickets, in spite 
of his egalitarian, balloon-and- 
sandals public image. 

A straight comparison 
between Virgin's Upper Class 
and BA’s Club World is not 
appropriate because, like sev- 
eral other airlines. Virgin 
today offers a cheaper version 
of Grst class while BA and oth- 
ers have stayed closer to their 
executive class services. 


Coincidentally, however. Vir- 
gin also plans to make an 
announcement about improve- 
ments to services in the next 
couple of months, timed to 
coincide with the addition of 
new aircraft to the fleet. 

“We were the Drat to intro- 
duce seat-back TVs in all the 
cabins of the aircraft and we 
will shortly be offering up to 14 
video channels and 12 audio 
channels,” the company says. 

it plans to offer "interactive 
systems" which will allow cus- 
tomers, for example, to book 
hotels at 40,000 feet presum- 
ably while watching TV from 
their reclining seats. 

Virgin says it is the market 
leader in seat space: “We offer 
55 inches in Upper Class which 
Continental have just copied 
from us. In terms of Mid Class, 
we re-designed a business-class 
seat to give the most comfort- 
able economy seat with 38 
inches of leg room." 

Virgin appears to have a par- 
ticular concern for its clients' 
looks. U provides a care-pack 
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no ot the world's largest and most modem fleets. 

Even though Saudia’s large and modem fleet boasts the very latest 


in aero technology, our consideration for the traveller doesn’t stop there. 
Our aircraft Interiors are deslaned soeoificallv to offer vou maximurr 


Our aircraft interiors are designed specifically to offer you maximum 
comfort. Something you'll appreciate every time you fly with us. 
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of cosmetics including a facial 
spray, moist uriser. a tooth- 
brush and a comb. 

The airline offers business 
travellers the services of an 
in-flight beauty therapist who 
can provide manicures, facials 
as well as neck and scalp mas- 
sage. on selected flights. 

The company says it aims to 
help the business traveller for- 
get about flying: “ft is tiny 
touches like offering travellers 
a choc-ice during the films , and 
complimentary drinks through- 
out the flight, which are 
designed to hide the fact that 
they are airborne." 

Virgin believes that ulti- 
mately it is the flexibility of 
service that attracts business 
traveller to its cabins: "Busi- 
nessmen need that flexibility. 
They need to know that If they 
don't show np they have not 
lost their ticket." 

Continental Airlines. USAir 
and SAS Scandinavian have 
improved their long-haul busi- 
ness class to a standard similar 
to the first-class services they 
have abandoned, according to 
a recent survey of 12 airlines’ 
business travel services con- 
ducted by Executive Travel 
Magazine. 

Last year. Continental 
launched its BusinessFirst ser- 
vice which does indeed match 
Virgin’s 55 inches, but both 


BA tost class: Levels of cabin hospitality have become the subject of intense competition between airlines 


have been outdone by Sabena's 
announcement of plans for a 
luxurious 62-inch stretch 
across the Atlantic. 

BusinessFirst tactfully offers 
"extra wide", electronicaily-ad- 
justable. sleeper seats (which 
cost £5.000 apiece), with six- 
channel videos built into the 
armrests. One programme, 
called “Air Show” is a map 
showing where the aircraft is 
at any given point. 

Continental's pitch is explic- 
itly about comfort rather than 
the ease of in-flight working. 
Services such as faxes, comput- 
ers and telephones, for exam- 
ple, have been ignored on the 
basis that passengers prefer to 
leave work behind. 


At the time of the launch, Mr 
Robert Ferguson, the airline’s 
chief executive, said the new 
service would "deliver far more 
value for the traveller's 
money." 

The push that many airlines 
have made to improve in-flight 
entertainment has been 
marred by their poor perfor- 
mance. which Executive Travel 
puts down to a misguided 
attempt to Install new technol- 
ogy in old cabins. Emirates Is 
the exception in this. 

The success of these Disne- 
yesque efforts to conjure a 
wonderful world which will 
lead executives to one airline's 
seats rather than another's is 
difficult to gauge. Research 


commissioned by Mintel the 
research group from Oliver & 
Company, however, last year 
concluded that no single factor 
influenced choice of airline. 

One 35-year-old resource 
director who makes more than 
15 air trips a year said: “I 
wouldn't go with a Mickey 
Mouse airline but in terms of 
reliability and scheduling, 1 
think so much is in the hands 
of the air traffic controllers 
rather than the airline that 
whether you Oy Lufthansa. 
KLM, or BA makes absolutely 
no difference to whether you 
are actually going to get off the 
ground on time." 

Cathy Milton 
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Be one step ahead > Austria’s national airline has 22 flights lo Vienna a week > We're also fee first 
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ground, too Y With pre-issued boarding passes 
for onward flights to all our destinations. And for 
day return passengers to Vienna > So always fly 
Austrian Airlines Y One of Europe^ newest fleets 
> And the most punctual to Vienna (source: CAA). 
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COMMUTER AND EXECUTIVE AIRCRAFT 


No-frills, anti-glamour 
ethic seems to prevail 


ALUNG with elegant offices, there is 
perhaps no other greater sign of cor 
porate prestige and well-being than 
private aircraft 


In addition to conferring status 
they absolve senior managers from 
the time-consuming procedures of 
commercial air travel, they can 
deliver managers more rapidly and 
closer to their destinations and allow 
them to make mnltiple stops in a day 
and still be home for dinner. 

Glite aside, these advantages tend 
to add up to greater managerial pro- 
ductivity and efficiency. Yet, while 
such corporate goals might be highly 
desirable, over the past several years 
companies in straightened circum- 
stances or faced with difficult econo- 
mies have been unwilling to make the 
extra investment in private aircraft 

Moreover, in the 1990s, a no-frills, 
anti-glamour ethic seems to prevail. 
At Beech Aircraft, the market leader 
in turboprops, for example, officials 
say they’ve recently seen companies 
turn in their higher-priced Can jets 
(also more costly to operate! for 
cheaper and more work-a-day turbo- 
props. 

“It looks more prudent to the stock- 
holders," said Mr Michael Potts, 
spokesman for Beechcraft. 

This kind of thinking in corporate 
boardrooms has led Ossoa, owned by 
Textron and the leading jet maker 
(with about 60 per cent of the mar- 
ket), to make a cheaper aircraft, the 
CitationJet 

At just $2. 7m - the bottom of this 
jet line’s price range -it aims to 


reach down into the turboprop mar* 
ket, says Mr Philip Michel, Cessna’s 
director of marketing. “They can get 
the advantage of a jet without the big 
Price teg," he said. 

Choosing the right aircraft depends 
on a company's needs and its budget. 
For trips of 200-400 miles a turboprop 
-which travels more slowly tha n a 
fan jet - is probably adequate. Turbo- 
prop prices can start at less than 
5250,000. Beech, however, does manu- 
facture a turboprop for the image con- 
scious. The Starship, made of compos- 
ite material and brandishing a price 
teg of about $4.9m, is the top of the 
line. 

Jets are usually preferred for trips 
of 600 miles or more. Business jets 
come in three classes, light, mid-size 
and large, according to speed, com- 
fort, size, avionics and price. 

Light jets are the most popular 
selections but the mid-size market 
seems to be growing, in January, Lear 
Jet delivered the Qrst five of its new 
$&3m mid-size model, and Cessna is 
developing a mid-size Citation X. 
which will sell for about $14m. 

For large business jets, Gulfstream 
Aerospace leads the category with its 
Gulfstream IV, which can take a 
dozen passengers comfortably across 
the Atlantic. It sold 25 last year, at an 
average cost of about $21 .5m. 

The selection of a helicopter rather 
than a fixed-wing aircraft tends to be 
dictated by the availability of heli- 
ports. In New York, where rooftops 
can serve as landing pads, helicopter 
use - especially for Sights to airports 



The avata MH y of hefipocts tends to dtetate whether or not ■ helicopter is selected 


- is fairly common. But In many 
other locations heliports are scarce. 

Mr Frank Jensen, president of the 
Helicopter Association International, 
says that helicopters suffer because 
they are perceived as “a convenience 
tool of the rich and famous." Mr Don- 
ald Trump, the 1980s real estate mag- 
nate. no doubt contributed to this 
image problem. He flies a 44-passen- 
ger Boeing "Chinook.” 

Nonetheless, helicopters are the 
only choice for some companies, par- 
ticularly those in oil and mining, 
which work in areas where landing a 
fixed-wing aircraft is impossible. 

Business aircraft manufacturers say 
their sales generally reflect the ebbs 
and flows of the world economy. Total 
worldwide shipments of 46 US manu- 
facturers fell 5.8 per cent last year 
compared to 1991. 

But in the US, where the economy 
is picking up steam, sales are starting 
to revive. 

Mr Bill Robinson at Lear Jet said: 
"We took 32 new orders in December 
and January and we haven't had two 
months like that in a long time.” 
Although Lear Jet is based in Wich- 
ita, Kansas, it is owned by Bombar- 
dier of Canada. 

The uptick in American sales is also 
being prompted in part by anticipa- 
tion that the new Clinton Administra- 
tion will re institute an investment tax 
credit If an ITC goes through, the 
General Aviation Manufacturers 
Association, the industry lobby group 
in Washington, believes its members 
will see a further jump in sales. Mean- 
while, it is fighting hard to make sure 
that the ITC does not somehow 
exclude aircraft. 

By contrast, in Europe where 
recessionary gloom is colouring cor- 
porate outlooks, sales have been 
drooping. The sales figures from 
Cessna tell some of this story. 

Since 1988, Cessna's balance 
between US domestic sales and those 
overseas has been moving from its 
traditional 70 per cent-30 per cent 
split to closer to 5050. But in 1992, the 
division swung back to 66 per cent 
domestic and 34 per cent foreign. 

While leading business aircraft 
companies such as Cessna and Beech 
say the European market has consid- 
erable potential, they do not believe 
that their level of penetration there 



Jets ve usually preferred for (rips of 600 miles or more 


Renans Gftn Benin 


will ever reach that of the US. In the 
total of the world’s business aircraft 
fleet, Europe only accounted for some 
13.4 per cent last year while the US 
claimed 65.8 per cent 
A key factor limiting the business 
aircraft market in Europe is that 
Europe is a smaller land mass. Also, 
its biggest commercial centres are 
already well served by commercial 
carriers. European company head- 
quarters are also more often located 
in leading business centres than in 
the US, where increasingly companies 
are choosing semi-rural sites. 


The liveliest foreign markets for air- 
craft, say manufacturers, are now in 
the newly industrialising countries. 
The countries of the Pacific Rim and 
Latin America, once largely buyers of 
used aircraft, are now purchasing 
new private aircraft Mexico is men- 
tioned as an especially dynamic mar- 
ket. 

There is some speculation, too. that 
eastern Europe, under-served by com- 
mercial airlines, may become a good 
market. 

Barbara Harrison 


B ritain’s air charter busi- 
ness, battered and 
bruised by the reces- 
sion, has emerged a fitter sec- 
tor after months of falling 
demand and increasingly 
cut-throat competition. 

The cost has been high: the 
business is littered with the 
wreckage of charter companies 
that failed to generate enough 
income from hiring-out air- 
craft to cover growing mainte- 
nance and operating costs. But 
those who survived are begin- 
ning to see signs of an upturn 
as fresh demand begins to per- 
colate through the market 
The new business is not the 
result of cash-strapped compa- 
nies deciding they can afford 
to charter again. It reflects 
moves by companies which 
once owned aircraft to dispose 
of their fast-depreciating 
assets and hire private jets 
instead. 

BP and Smith Kline Bee- 
chain are among companies 
that have recently sold corpo- 
rate aircraft They have opted 
to charter aircraft rather than 
pay several thousand pounds a 
year to keep in a hangar air- 
craft they used only occasion- 
ally. 

BP, which until last year 
owned three jets worth more 
than £40m, said: “We got rid 
of the jets and are using char- 
ters where necessary* We 
decided we could not justify 
having our own fleet; they 
were just too expensive and it 
was not economic.” 

AH this is good news for 
companies with aircraft of the 


■ CHARTER SECTOR 


Signs of an upturn detected 


range and speed to meet the 
long-haul requirements of 
multinational companies. 
According to Air London 
International, UK-based bro- 
kers for executive aircraft, 
there is steady demand for jets 
capable of intercontinental 
flights. It predicts growth this 
year of 16 per cent 

Mr David Savile, Air Lon- 
don's operations director, fore- 
sees particular growth in exec- 
utive trips to the CIS, where 
Aeroflot’s erratic timetable 
does not lend itself to the itin- 
eraries of businessmen hoping 
to invest in the former Soviet 
Union. 

"It's an operator’s dream 
because there’s no practical 
alternative. No-one would opt 
for an internal flight with 
Aeroflot,” he says. "We’re see- 
ing substantial growth in that 
market. Three years ago the 
only place we could fly to was 
Moscow but now we can go 
almost anywhere.” 

His assessment is echoed at 
Air Hanson, the subsidiary of 
the UK conglomerate, which 
has seen increased demand in 
the former communist bloc. 

Ms Brenda McCune, 
operations manager at Air 
Hanson, says: “There is a defi- 
nite upturn in fixed wing 
activity into eastern Europe, 


largely as the result of more 
airfields becoming accessible.” 

Although demand is picking 
up for charters to outlying 
destinations such as Tbilisi or 
Tashkent, the trickle-down 
effect from big companies sell- 
ing aircraft and entering the 
charter market has not yet 
reached the smaller operators. 

Such operators are depen- 
dent on medium -size compa- 
nies which in the past char- 
tered private aircraft but are 
now booking senior managers 
on commercial flights. This 
costrcutting has had a direct 
knock-on effect on air charter 
companies operating 
short-range turboprops. 

These operators, often the 
first call for companies seek- 
ing an alternative to airlines, 
have seen profit margins 
squeezed and business dry up. 
Several small operators, such 
as Rogers Aviation at Luton 
and Skyline Aviation at 
Southend, have not survived. 
Others are diversifying into 
maintenance and aircraft sales 
to stay in business. 

One of the survivors, RM 
Aviation, has concentrated on 
other sources of income, such 
as developing aircraft equip- 
ment and in-flight computer 
software, to offset the charter 
downturn. 


Mr Peter Roberts, KM’S man- 
aging director at Leavesden 
Airport, north of London, 
admits: "We haven't had an 
easy time and 2 wouldn't be 
surprised if more companies 
folded. 

"Unless you diversify in this 
business you are very vulnera- 
ble. Companies that are just 
into chartering could suffer 
badly because there's a price 
war looming, with some opera- 
tors flying aircraft at below 
cost just to get the business." 

Among its five aircraft, RM 
operates a turboprop owned by 
Rothmans International which 
It also charters to Whitbreads, 
the brewers, and Argyll 
Group. 

The company is benefiting 
from a new market trend 
imported from the US. This 
involves a company which 
owns its own aircraft giving a 
charter operator a manage- 
ment contract and permission 
to dry lease it to other users. 

RM Aviation operates an air- 
craft owned by Rothmans 
International, the tobacco 
company, which it also char- 
ters to Whitbreads and Argyll. 

In the US the system, pio- 
neered by Ohio-based Execu- 
tive Jet Aviation, is seen as 
the next development in air 
charters. Under the scheme. 


the charter company buys an 
aircraft and then sells a share 
to one of its clients. 

Executive Jet, for example, 
will sell a 12.5 per cent share 
in a Cessna Citation for 
$315,000. The client is guaran- 
teed access to any of the jets 
managed by the company 
without incurring crew or 
maintenance costs. Since 1988, 
more than 50 companies have 
joined the so-called Net jets 
programme, generating S25m 
dollars in revenue. 

Few British charter compa- 
nies, however, are thought to 
have the financial muscle 
required to start such a 
scheme. And Mr Savile at Air 
London warns that until there 
is a sustained recovery most 
operators will continne to 
struggle. 

"Margins are very tight and 
prices have not increased at 
all,” he adds. 

The pressure on operators 
has been further increased by 
the lack, of landing and take- 
off slots at Britain’s most pop- 
ular hubs: London Heathrow 
and Gatwick. This has 
prompted operators to move 
their business aviation facili- 
ties to alternative sites such as 
Stansted and the City Airport 
in London's Docklands. 

More than 50 executive air- 


craft are now based at Stan- 
sted, where Esso has redevel- 
oped the old passenger termi- 
nal as a business aviation 
centre. But the recession has 
led to a 5 per cent decline in 
executive charter passengers 
at Stansted, while expansion 
at London City remains 
restricted by limitations on 
nigbt flying and aircraft move- 
ments. 

The growing number of air- 
ports offering business avia- 
tion facilities - in a sector 
where operators are chasing 
demand and fuel prices are 
falling - means the executive 
charter business has become a 
buyers’ market. Clients can 
pick and choose from a glut of 
available aircraft which opera- 
tors are anxious to get in the 
air some companies are offer 
ing attractive charter-lease 
schemes; and there are more 
take-off points and destina- 
tions. 

"Operators will be under 
pressure to cut prices further 
and although the recession 
may be ending in the wider 
economy, it will take some 
time for this market to feel the 
benefit," says Ms Ingrid von 
Hentschel industry analyst at 
Beeson Gregory. 

Ms von Hentschel, predict- 
ing only a small Increase in 
demand at the top of the mar- 
ket, warns: "The conditions 
remain for more companies to 
go out of business. The casu- 
alty list is going to be a long 
one." 


Tim Burt 


■ BUSINESS TRAVEL IN THE US 

A more stable 
environment 


BUSINESS travellers in the 
US may be biting their nails 
at present After three years 
of intense price competition 
in the US airline industry 

- which has contributed to 
the sector's $10bn-worth of 
losses over the period, but 
been a boon to corporate 
travellers - there are signs of 
a more stable environment 
and higher fare levels. 

The first big blow for the 
business community was 
probably struck a year ago 
when American Airlines, one 
of the nation's largest carriers, 
announced its fare 
simplification programme. 

Superficially, this appeared 
to benefit the business 
traveller. Out went a whole 
raft of special promotional 
fares, and instead American 
said it would focus on four 
core ticket classes - namely 
first class, coach, seven-day 
advance purchase and 21 -day 
advance purchase. Fares 
within these classes would be 
generally lower than for 
comparable existing classes. 
First class fares under 
American's "Value Pricing" 
scheme, for example, were to 
be 20-50 per cent lower than 
existing full first-class fares. 

The drawback was that 
American also announced that 
it was discontinuing the 
discounts offered to leading 
corporate travel buyers and 
was imposing a $25 foe on 
every rescheduling or 
refunding of a ticket 
Unfortunately, while the 
simplified fare structure 
proved short-lived in the face 
of an intense bout of summer 
ticket promotions, the removal 
of corporate discounts and the 
$25 fee for ticket changes have 
tended to persist 

Now, as the industry has 
escaped the bleak winter travel 
period and is scrambling to 
repair some of the damage 
wrought over the past three 
years, there are clear signs 
that airlines are trying to push 
their prices higher, 
particularly where the 
business customer is 
concerned. 

Whether these higher fares 
persist in an often-kamikaze 
industry remains to be seen. 
But there is reason to think 
that they probably wilL 

For a start, the slow 
improvement in demand 

- coupled with the cutbacks 
which some carriers are 
threate ning to make in 
domestic schedules - may pull 
demand and supply into better 
equilibrium. Perhaps even 
more significantly, the number 
of bankrupt airlines - whose 
cashflow needs have often 
triggered the intense fare wars 

- looks likely to diminish. 

Continental Airlines and 

Trans World Airlines are both 
poised to emerge from Chapter 
11 bankruptcy protection, 
leaving only America West 
with an unresolved future. 

Certainly, the business 
travel lobby is already girding 
up for action. The National 
Business Travel Association, 
for example, makes the point 
that travel is the third-largest 


operating expense for many 
big companies and that - in 
a straightened, albeit 
improving economy 

- increased ticket prices will 
either lead to reduced travel 
budgets or a halt to travel 
altogether. 

"In either case." says the 
NBTA, "airlines are deprived 
of customers and so are hotels, 
car rental companies, 
restaurants, airports and other 
suppliers in the private sector 
who depend on the dollars our 
members spend in the travel 
network". 

How the needs of the airline 
sector and the business 
community generally can be 
meshed will form part of the 
raft of issues addressed by the 
new commission set up by Mr 
Federico Pena, Transportation 
Secretary, to examine the US 
commercial aviation industry's 
problems. 

Already, some pre-emptive 
lobbying is under way. The 
NBTA. for example, is anxious 
to secure some fiscal breaks. 

It recommends reducing the 
domestic ticket tax from 10 
to S per cent, claiming that 
this would encourage an 
additional 6.5m passengers 
annually, creating 7,500 jobs 
and profits or $300m. 

It also suggests that 
passengers should be taxed 
according to actual usage 

- that is that taxes should be 
imposed on a cost-per-miie 
basis, at 5-6 cents per mile. 

This would also benefit the 
business traveller. 

A more fundamental 
question is whether the 
commission recommends some 
form of “re-regulation" of 
domestic fares, and how this 
might help or hinder the 
business traveller. The airlines 
are generally opposed to any 
cappingoreven underpinning 
of fare levels by a federal body; 
they remember the 
bureaucracy and inefficiencies 
which existed prior to 
deregulation of the domestic 
fare environment in 1978, and 
are not anxious to return to 
this situation. 

The business travel lobby 
is inclined to support this 
position. The NBTA, for 
example, acknowledges that 
some financial stability in the 
industry might be a good 
thing, but is equally aware 
that deregulation has pushed 
down fare levels for business 
as well as leisure travellers. 

Finally, there is little sign 
that service levels have altered 
significantly over the past 12 
months. Despite the efforts 
of some carriers to justify their 
higher fares by boasting about 
seat comfort, food service and 
so on, most passengers are 
probably more conscious of 
the shrinking size of meal 
portions. 

According to Department 
of Transportation figures, 
punctual arrivals and the 
reliability of baggage handling 
have generally improved 

- although the statistics 
themselves have been subject 
to criticism in the past. 

Nikki Tait 



Executive/business air travel specialist to all 
European destinations in the following aircraft; 


* Citation let l 
’ Citation Jet II 

* King Air B200 Turbo-Prop 

* Piper PA31 Nmojo 
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BEFORE YOU KNOW IT. 



..We can’t promise to make 
every business trip, successful, 
• ' but at least, we can promise to 
•V make ft easier. With convenient 
road access, handy car-parking, 
~ "fet chredc-in and superb 
, business facilities, East Midlands 
y : : Infcernaponai Airport; offers 
Vf . yop ltie ea^^st option. 

For more details call our 
fe *.■■■: 24 four Information line 
V on 0332 852888. 


EAST MIDLANDS INTERNATIONAL AIRPORT 


THE CHANGE WILL DO YOU GOOD 
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To explain how Club World is changing 
we’d like to take you on a 10 hour flight, 

Have you got 2 minutes? 


Qutchingyourtighdypackedbriefcaseyou 
makeyo urway thro ugh the tightlypacked 
airport- People.Noise.Morepeople.YouYe 
justpreparingyourselftodothepassport 
control shuffle when hold on, you’re 

leaving everyone behind. 

You're sailing through your 

own separate security channel. 


As you drift through 


the doors of the new 


Club World Lounge, you 


hear something strange 


What is it? 


Your flight announcement prises 
you out of the sofa and into... that 
old armchair of yours. 


arms and bre e eeec cache 


your 


Absolutely nothing 


Wait a whoooooQ^s*, 

dinner. 


/ c/iotce of^foar /eisa/e/p courses 
ooer t/irce one/ Aqf/Aoars 
or a /ipAter mea/ over a mere 
6b m/nates 

Sa j/oa coa/t/ stvyfr Aere 


.^ts clockwise (gosh, is that the 
^Oj^p 3 time already?) 

Breathe innnnnnn and out... 
innnnnrm and out. . . eyelids getting 
heavv. . . . who's that snoring? 


AWOKEN by a gentle 
alarm call and, exactly when you 
ordered it, breakfast. 

Tropical fruit or Bircherniuesli 
Orange juice or Energiser drink 
Eeni, Meeni , Miney or Mo 


You haven’t heard that 


for a long time. Listen, 


there it is again. 






{sit/ on and 'on 


^{sit/ tojo//oar, map ate recomment/ 
a sma// s/ice of~escafe/sms 

You turn [►) your personal seat- 


back video. Looking [►►[ to your 

FWD 


choice of @ channels of entertain- 
ment, you let your mind switch [M] . 

OFF 

You’ve seen the film, now read 
a booklet: ‘The Well Being in the 
Air Programme.’ 

Let’s just try a few exercises. 



I eHs iwwe * b&k xzi6 
fh€ presen+veh a/\ . ^ 

“TWis S0e\/v\s-h )&e 
^€jv\sfv\eecM i*>\oe wvo/e cAecisive 

oa-Hms. ^ 

Before you know - 

,;,0 “Ve Jandcd . 
Please remain reading until the ad 

comes to a complete halt. 

Congratulations. You’ve just flown 

around the new Club World in 80 lines. 


CLUB 


O R L 


BRITISH AIRWAY S 

The world’s favourite airline ^ 


NEW SEAT AND VIDEO CURRENTLY AVAILABLE ON 60% OF 


AIRCRAFT. 
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BUSINESS AIR TRAVEL 1 1 


0 2? “*™1 Qights with Aeroflot, 

the aU-purpose airline of the for^ 
roer Soviet Union, which treated 
everyone with equal contanpt 

By comparison, flying with eastern 
European airlines such as Poland’s LOT 
Czechoslovakia’s CSA and Hungary* 
hS» Ke^ff ** e y M P e ner. Although hob- 
SU 1 ? economy, they often 

managed to provide exceUent service and 

food while being forced to use inefficient 
Soviet-built aircraft uiemcient 

These east European airlines, at least 
have benefited enormously from the tran- 
sition to the market economy. Aeroflot’s 
unlamented break-up might have been 
expected to raise a cheer amnng its domes- 
tic and foreign victims. But anyone 
attempting to book flights within pres- 
ent-day Russia and the other CIS states 
soon discovers that air travel has become 
even more chaotic than in the Soviet era. 

Although Aeroflot was hacked up into 
more than 100 successor airlines in Russia 
and the CIS, only a few of them such as 
Estonian Air are much of an improvement 
on the old monopoly carrier. Passengers 
still wait for flights in austere nakopitei, 
the quaint Russian word for waiting room 
which translates as accumulator. 

Passengers lucky enough to comer a 
round-trip flight from Moscow to Kiev may 
well discover in the Ukrainian capital thar 
all flights to Moscow have been cancelled 
because of an acute shortage of aviation 
fueL As a rule of thumb the reliability of 
local fuel supplies and their cost often 
determines whether one will get hark to 
Moscow from any CIS destination. 

Aviation fuel which costs $200 a ton in 
Moscow may cost $320 in Kiev and $600 a 
ton in Alma Ala in K azakhstan and is 
unlikely to be available because of Rus- 
sia's reluctance to sell at subsidised prices. 

In the old days, westerners flying Aero- 
flot could at least be assured a ticket for a 
fixed price in hard currency and therefore 
enjoyed automatic priority over Soviet 
passengers who were dumped at will. Now 


Leslie Colitt reports on air travel in eastern Europe and the former Soviet Union 


Aeroflot break-up fails to halt chaos 
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<toe of LOT’S Boeing 767s at Warsaw airport's m 
the price of a ticket for an internal Rus- 


' terminal bidding 


HcMcuaiCMr Malev Hungarian AirSnea has the highest productivity among east European carriers 


in the form of Aeroflot Russian Interna- tional Airbuses and Aeroflot has ordered is expected to become operational before 


gifts and a whiff of old-fashioned, pre-war- 
style gentility. So far they have attracted 
two western airlines to invest in their 
future. 

A 32.20 per cent share of CSA Czechoslo- 
vak Airlines, which had net profits of 
Kcs8.4m last year, is now held by Air 
France and the European Bank for Recon- 
struction and Development. Alitalia 
gained a 30 per cent stake in Malev Hun- 
garian Airlines which earned $8.1 m last 
year before taxes and prides itself on being 
the east European carrier with the highest 
productivity. 

LOT is to be partly privatised in the 
next two years by Unking forces with a 
western carrier while the Polish state 
wants to retain a 51 per cent share in the 
airline. 

LOT was quick off the mark to sell most 
of its lumbering Soviet-built aircraft and 
now operates three Boeing 767s. with a 
fourth to be leased and five more on order, 
as well as seven Boeing 737s and five 
ATR-72 turboprops together with its 
remaining Tupolevs. Unprofitable domes- 
tic destinations were dropped and empha- 
sis placed on lucrative western routes, 


the market will bear and is often sold by 
scalpers at many tima* the stated fate. 

Last February the Russian government 
slashed subsidies to airlines and allowed 
them to raise prices. But an eight-hour 
flight from Moscow to Khabarovsk was 
still recently quoted at 40,000 rou- 
bles - about $50 for Russians - although it 
cost many times this by the time it 
reached the end user. 

Settled into their aircraft seats after test- 
ing the often dicey toilets, travellers find 
themselves confronted with the same inso- 
lence they encountered from flight atten- 
dants who flew the skies with Aeroflot 
Now, though, stewardesses peddle every- 
thing from western magazines to cosmet- 
ics and even lottery tickets which they 
buy for resale on their own account. 

A nucleus of the old Aeroflot continues 


between Russia and the rest of the world 
with just over 100 aircraft, including five 
leased Airbus A3lQs on routes to south- 
east Asia and other long-haul destinations. 
Plans exist to lease three or four addi- 


been privatised last October but has 
become the object of many conflicting 
interests seeking to place it under their 
control. Small wonder that Air Russia, a 
joint venture with British Airways which 
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Frankfurt is the most frequent foreign destination for CSA passengers followed by Baris and London 


far greater potential than the rump of 
Aeroflot. 

The most lucrative routes for Aeroflot 
RIA axe those connecting Moscow and St 
Petersburg with Germany, according to Mr 
Nikolai Lebedev, head of tbe Aeroflot RIA 
office in Berlin. He points out that western 
passengers make tbe difference because 
they fork out DM1,000 for a ticket from 
Berlin to Moscow - many times what Rus- 
sians pay to fly to Berlin. Not surprisingly, 
the airlines of eastern Europe have made 
enormous progress in improving their effi- 
ciency by slashing personnel levels and 
buying or leasing fuel-efficient western 
aircraft while maintaining and improving 
standards of service. 

All three east European carriers have 
made a special pitch toward business-class 
passengers, offering reduced fares, special 


CSA, which for the time being still bears 
the Czechoslovak Airlines label despite the 
split into Czech and Slovak Republics, has 
two Airbus A310-300S, five Boeing 737 500s 
and four ATR 72s but retains several solid- 
ly-built Ilyushin 62s, Tupolev 134s and 
Tupolev-154s. As with LOT. Frankfurt is 
the most frequent foreign destination for 
CSA passengers foUowed by Paris, London 
and New York. Malev has also held on to 
its TU-134S and 154s while acquiring six 
Boeing 737s and ordering two B767-200s for 
tbe inauguration next month of service to 
New York. LOT was a pioneer in catering 
to ethnic Poles in North America for its 
North American flights and was therefore 
spared some of the most ruinous competi- 
tion across the Atlantic. 

The author was Financial Times Eastern 
Europe Correspondent from 1972 to 1992 


W hen passengers complain, it is 
usually because they did not get 
the special meal they ordered, 
says Mr Kurt Hafner, British Airways’ 
Swiss-born director of catering. “But then 
some people tell us that their doctor has 
prescribed them caviar.” 

Airline catering is a frustrating busi- 
ness. Food is difficult to prepare at 40,000 
feet, fish dries out in the arid atmosphere, 
omelettes harden, wine loses its bouquet, 
champag ne fizzes a little too energetically 
for its own good. 

The habits of tbe passengers are no help. 
How does one keep food fresh when Scan- 
dinavians want to lunch at 11am while 
Spaniards want it at 3pm. . . just when the 
British are beginning to think about tea? 
Americans are ready to sleep at 10pm 
when the Spaniards, again, are ready to 
launch into a full-scale dinner. 

Yet the caterers have come a long way 
from the days when airline food was often 
a flying fiasco. Today you can eat caviar 
on Cathay Pacific, lobster in brandy sauce 
on Singapore Airlines and drink classed- 
growth Bordeaux wines on British Air- 


IN-FLIGHT CATERING 


Creating and maintaining an image 


ways. Even economy class has been 
known to be on the receiving end of a 
little smoked salmon. 

BA spends £25m a year on beverages 
alone. Champagne accounts for more than 
40 per cent of the wine budget and less 
than 20 per cent of the volume. The airline 
has placed the largest order on record with 
a New Zealand winery, Nobilo, and each 
year goes through 18,000 cases, at nine 
litres a case, of its white wine. 

Air France has just “redefined the whole 
of in-flight catering after a long-term 
study”. It now has “an energy brunch, 
because the passengers are really prepar- 
ing for a competition.'* The afternoon sees 
a gouter d'affaires or business tea-time. It 
claims to- be the biggest single buyer of 
champagne in the world, but is still wor- 


ried about competing with Cathay Pacific 
and Singapore Airlines on the level of its 
first-class wines. 

Airlines employ famous chefe as consul- 
tants. These indude Alice Waters of Calif- 
ornia's Chez Panisse (American Airlines), 
Shaun Hill of Gidleigh Park, in Devon 
(United Airlines) and Michel Roux of Lon- 
don's Le Gavroche (British Airways). 

Their wine advisers include British Mas- 
ters of Wine and US professors of oenol- 
ogy. These experts hold blindfold wine 
tastings, some after the wine has been on 
a transatlantic flight, in the hunt for the 
right drink with which to toast that busi- 
ness deal. 

Surely no one chooses to fly on an air- 
line because they had a nice drink last 
time? Maybe they do. The latest survey of 


business air travellers by the International 
Air Transport Association (lata) show 
mealg to be the fourth most im p or tant 
aspect of travelling in business class. It 
comes after seat size, foster check-in and 
lack of crowds, but ahead of frequent flyer 
programmes and ticket flexibility. 

There is also evidence to suggest that 
passengers are hesitant about admitting 
that food and wine are important In spite 
of advance market research. Virgin Atlan- 
tic has found it necessary to introduce a 
welcome glass of champagne on its Mid- 
Class - a business class-sized seat on a full 
economy fore ticket - after pressure from 
passengers accustomed to the treat in 
business class on other airlines. 

Catering has also become a means for 
airlines to stamp individuality on a ser- 


vice. This is important in an era when 
safety is taken for granted, delays are usu- 
ally out of airlines' control and schedules 
and destinations can vary little between 
airlines. 

Airlines are therefore taking an ever- 
more marketing-oriented approach to 
catering. Food is served as a “destination 
feature” with hamburgers or pizzas to the 
US. for example. Cathay Pacific is using 
Ulawarra plums and ground wattle seeds 
as part of an Australian theme this spring. 

Airlines take notice of consumer surveys 
of tbe quality of food and wine on aircraft. 
BA, by its own admission, used to have a 
haphazard wine operation until the mid- 
1980s. It was shocked out of its compla- 
cency by a magazine survey which placed 
its wines 16th in a list of 16 airlines. 


according to Mr Peter Nixson BA's head of 
wine and beverage development 

Now BA serves 7,000 cases of one pre- 
mier cru white Burgundy a year and 
would consider serving a grand cru if it 
could be sure of delivery in high enough 
volumes. 

The effort in airline catering is being 
redoubled now that the recession has 
encouraged companies to demand better 
value for money for their business-class 
and first-class tickets. Traditional high 
luxury is being replaced by lighter fare. 
Many airlines are considering extending 
their services to airport lounges so that 
passengers on short overnight trips can 
eat before takeoff and use the flying time 
to sleep. 

Yet despite the need to be especially 
cost-conscious during the world economic 
slowdown, airlines remain convinced of 
the importance of catering in creating and 
maintaining an image. 

“Food has a powerful residual effect on 
the memory of a flight,” says Mr Hafner, 


Daniel Green 





4VM 


FINANCIAL TIMES CONFERENCES 


Now 


1R0SPACE AND COMMERCIAL AVIATION 
IN A RAPIDLY CHANGING WORLD 


AER LINGUS HAS ALWAYS BEEN THE BEST CHOICE FOR BUSINESS TRAVELLERS FROM LONDON 


Paris, 8 & 9 June 1993 


our business service 


TO IRELAND. WE OFFER THE MOST FLIGHTS BY FAR AND EASILY THE BEST PUNCTUALITY. 


The Financial Times biennial conference, arranged to precede the Paris International Air Show, will 
focus on the prospects and challenges for the airline and aerospace manufacturing industries faced 
with increasing competition and the effects of economic recession. Where is the airline industry 
going? How can production be adapted? How can costs be cut? 


is the same 


These questions will be addressedby a distinguished panel of industry leaders including: 


NOW OUR NEWLY ENHANCED EXECUTIVE CLASS SERVICE PUTS ALL OUR BUSINESS FARES UP FRONT - 


Mr Bernard Attali 

Air France Group 


Mr Adam Brown 

Airbus Industrie 


Mr Chatrachai Bunya-Ananta 

Thai Airways International Limited 


as always. 


Mr Walter J Orlowski 

Douglas Aircraft Company 


STARTING WITH OUR EXECUTIVE 3-DAY FARE - THE LOWEST BUSINESS FARE TO DUBLIN. 


Mr Robert Ayling 

British Airways Pic 


Mr John W Sandford 

Rolls-Royce pic 


Better. 


Mr Vladimir Potapov 

Aeroflot/Russian International 
Airlines 


Mr Louis Gallois 

Aerospatiale 


Dr Klaus Nittinger 

Deutsche Lufthansa AG 


Mr Dick Evans 

British Aerospace pic 


Mr Homi Mulian 

Chase Investment Bank Ltd. 


Dr Wolfgang Filler 

Deutsche Aerospace AG 


Mr Viktor Mikhailov 

JSC 'Aviastar* 


Mr Serge Dassault 

Dassault Aviation 


Arranged in association with Air & Cosmos and supported by GIFAS 



F EXECUTIVE HHf EXECUTIVE 

SUPEFtBUTCET SPECIAL FARE 


AEROSPACE AND COMMERCIAL 
AVIATION IN A CHANGING WORLD 
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A tlanta, bom humbly as ’“Terminus” 
at the end of a railroad line in the 
early 19th century, has long seen 
that its fortunes are tied to transportation. 
Today, no Atlantan would deny that 
Hartsfield Atlanta International Airport, 
the world's fourth-busiest, is what makes 
this flamboyantly commercial city of 3m 
tick. 

In a conscious strategy to make Atlanta 
the business capital of the south-east, 
Hartsfield was built from the 1950s 
through the 1980s into the leading com- 
mercial and passenger air hub of the 
region. It is credited with being the city's 
main economic generator, pumping an 
estimated $7bn into the local economy 

annuall y. 

But this has not been enough to satisfy 
the city's ambitions, it now wants Harts- 
field to become an international hub 
- matching its aim to be one of the world’s 
top cities. 

To this end, Atlanta's Hartsfield is com- 
pleting a new $300m international con- 
course which is scheduled to open next 
year. It is expected to have the latest in 
accommodation and amenities for interna- 
tional travellers and to be the largest "all 
in one" international terminal in the US. 

Since 1980 when it was revamped, Harts- 
field has claimed it has the world's largest 
passenger ter minal , covering 2L2m square 
feet. The new international terminal, 
which will have 12 baggage carousels and 
be able to accommodate at one time as 
many as 24 narrow or 18 wide-body air- 
craft. will add an additional 1.2m sq ft. 

The new international terminal is 
largely an outgrowth of the city's 
increased international business. The 
Atlanta metropolitan area is home to more 
than 500 international companies and 39 
international banks. Foreign investment 
In the state of Georgia, of which Atlanta is 
the capital, reached a cumulative &7.5bn 
from 1984 through 1991, according to a 
recent study of KPMG Peat Marwick. 

With 10 international carriers, including 
British Airways, Lufthansa. Japan Air- 
lines, and Swissair, and services to 27 
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■ HUBS: ATLANTA 


This airport makes its city tick 




Hartsfield Atfanta International Airport is credited wtth being the city's man economic generator, pumping an estimated S7bn into the local economy annuaBy 


Picturv- CSV*) Gcran 


cities in 18 countries, Hartsfield already 
handles more than 2m foreign travellers a 
year. 

Atlanta has also had a special spur for 
its expansion or Hartsfield for foreign trav- 
ellers. It will be the site of the 1996 Sum- 
mer Olympic Games and is girding itself 
with a number of large public projects for 
the onslaught of tens of thousands of for- 
eign visitors. 

Hartsfield handled a total of 48m passen- 
gers last year, back up to its 1990 level 
after weathering a drop in traffic in 1991 to 
37.9m. The decrease in 1991 came generally 
as a result of the US airline industry's 


problems, but most particularly from the 
demise of Eastern Airlines, the only US 
carrier other than Delta Air Lines (the 
third- largest US airline, whose headquar- 
ters are in Atlanta) that a operated out of 
Hartsfield as a hub. 

The failure of Eastern, which had han- 
dled one third of of Hartsfield's activity, 
left 33 gates open, four of which have now 
been taken over by a revived TWA. 

A gradually recovering US economy no 
doubt lifted passenger traffic at Hartsfield 
last year. But the bounce back was also 
helped by that fact that Atlanta is one of 
the largest convention and business meet- 


I beria, Spam's national car- 
rier, has betted strongly on 
wbat it likes to call its natu- 
ral market. During the 1990s it 
intends to make the airline 
synonymous with travel to and 
within Latin America. 

Iberia is traditionally the 
most frequent European flier 
to Latin America and it has 
stolen a march on its European 
rivals by establishing a hub in 
Miami that distributes passen- 
gers arriving on the daily 
flight from Madrid to seven 
destinations in Central Amer- 
ica. 

In Buenos Aires and Caracas 
Iberia has created distribution 
services to the southern cone 
and to the Andean countries 
respectively. These hubs are 
being built on the back of an 
ambitious attempt to establish 
associations with as many 
Latin American airlines as fit 
in with Iberia's growth strat- 
egy for the continent. 

Iberia currently has manage- 
ment control of Aerolineas 
Argentina^, in which it has a 
30 per cent stake, and of Vene- 
zuela's Viasa where it now 
owns 45 per cent of the equity. 
The airline also has a 35 per 
cent stake in Ladeco, the Chil- 
ean airline; is negotiating the 
purchase of the Dominican 
Republic's Dominicana de 
Aviacion to boost its Caribbean 
presence; and has explored 
potential acquisitions in the 
Andes, specifically in Bolivia. 

A measure of Iberia's designs 
on the Latin American conti- 
nent is provided by its recent 
creation of a subsidiary In 
Argentina called Inter Austral 
to provide a commuter service 
linking the cities of Salta, Men- 
doza and Cordoba as well as 
Buenos Aires. The airline 
believes that it is worth 
exploiting the large-scale cut- 
backs tbat are being imple- 
mented in Argentina's railway 
system. 

Already Iberia is working on 
plans for a corporate image 
that will bind its Latin Ameri- 
can offshoots together. The 
individual airlines that are 
now associated to the Spanish 
carrier are proud of their iden- 
tities and wary about losing 
them. In Madrid, Iberia execu- 
tives say the image is neces- 


HUBS: IBERIA’S LINKS 


A natural market 



Madrid; Iberia refers to its base at Barajas airport as Latin America's 


sary in order to foster client 
recognition but that it will be 
introduced gradually. 

At present the general frame- 
work of Iberia's Latin Ameri- 
can operation consists of trans- 
porting passengers from 
Europe and then quickly 
spreading those that are in 
transit to further destinations 
around the continent. From 
Miami they are flown on a 
daily basis to Cancun, Mexico, 
for example; from Caracas to 
La Paz in Bolivia and from 
Buenos Aires to Santiago de 
Chile or to Asuncion, Para- 
guay. 

From such Central and 
South American locations, 
travellers are pooled together 
in the three hubs for the trans- 


atlantic flight. Iberia refers to 
its base at Madrid Barajas air- 
port as Latin America's gate- 
way to Europe; Spain is the 
continent's main European 
destination, followed by Italy, 
France and the UK. 

Iberia's ultimate aim. how- 
ever. is to gain a substantial 
quota of the lucrative Latin 
America traffic to the US. 
Other European airlines 
approach North America 
across the Atlantic; Iberia, as it 
sets down roots in its “natural 
market”, has chosen to enter it 
primarily from Central and 
South America. 

The Spanish company has 
few rivals in its transatlantic 
routes to Latin America but its 
attempt to capture a signifi- 


to Europe 


cant stake of the North-South 
market brings it into direct 
competition with the US carri- 
ers, notably with American 
Airlines. Continuing disputes 
with American Airlines over 
reservations and the possibility 
of a developing price war illus- 
trate the extent of the competi- 
tion. 

The Miami hub is the key to 
Iberia's North American ambi- 
tions. Under a 1991 agreement 
with the Department of Trans- 
portation, Iberia is entitled to 
Ely on from Miami - with US 
pilots and with US-registered 
aircraft - to IS US destinations. 

In return for Iberia's Miami 
facilities, the Spanish authori- 
ties have awarded Delta, 
United and Continental, as 


mg centres in the US, rather than a tourist 
destination, which has a higher level of 
discretionary visitors. 

The bulk of Hartsfield's passengers are 
on business. While many gripe about the 
droning electronic voices on its people 
movers and its lack of creative conces- 
sions. the business travellers who use 
Hartsfield rate it highly. In a recent sur- 
vey for the magazine Business Traveller 
International, Hartsfield ranked as the 
best airport in North America for the 
fourth consecutive year. It was followed by 
Dallas-Fort Worth, Tampa, Chicago and 
Washington-Dulles. 


well as American Airlines, 
transatlantic routes to Spain. 
Iberia has effectively given 
away a big share of its North 
Atlantic traffic - it is likely to 
maintain links only to New 
York, relinquishing Chicago 
and Los Angeles - in order to 
build up the North-South trade 
in America and the Miami hub. 

So far. Iberia has put a pilot 
scheme into operation that is 
based on an agreement with 
Carnival, the US luxury plea- 
sure cruise conglomerate 
which is based in Miami. The 
Spanish carrier has hired two 
aircraft from Carnival airlines 
which it has decked out in 
Iberia colours and with which 
it flies both its own passengers 
and the pleasure cruise clients 
from Miami to Chicago, New 
York. Houston. New Orleans 
and Los Angeles. 

This is the embryo of what 
Iberia's Miami hub should 
become. With a further 13 US 
destinations available to it. the 
airline seeks to establish a 
secure niche as a primarily 
Latino carrier distributing pas- 
sengers across the US. 

American Airlines does not 
like the prospect one bit. It is 
at present filing against Iberia 
which it claims is monopo- 
lising computerised reserva- 
tion and information systems 
in Spain. 

Iberia, which has in the past 
made similar accusations 
about American Airlines, says 
the suit is a disguised attempt 
to force the transportation 
authorities to reduce or even 
withdraw the operational per- 
mits it enjoys in Miami. Hie 
Spanish carrier had these facil- 
ities confirmed last year when 
the transportation authorities 
disregarded a set of allegations 
by American Airlines that 
were not unlike the present 
ones. 

Iberia can expect a lot more 
acrimony in the future from 
US rivals. This will be in direct 
proportion to its success in 
building up its Latin American 
presence. The Spanish carrier 
has nevertheless chosen the 
market tbat it wants to operate 
and it is unlikely to be 
deterred from it 


Unfortunately, while tbe airport wins 
much praise, all is not as rosy at Harts- 
field as Atlanta’s city fathers would wish. 

Most importantly. Delta, which has lost 
more than SI bn since the airline industry 
began its slump in 1990. is being forced to 
cut staff and service. 

In a break with its 36-year-old policy not 
to sack permanent employees, it 
announced last month that it would fay off 
some 600 pilots. 

It will also reduce its fleet by 28 aircraft 
and eliminate some unprofitable flights, 
both foreign and domestic. 

As Delta is the dominant earner at 


Hartsfield -accounting for SO me. 

the Airport's connecting and ongwatfer 
traffic -thw is unwelcome nuws far 

‘^Hartsfield's officials, who were aiready; 
working hard to bring in new foreign ait - 
lines to use its new international tennmaL 
will now face added pressure to step Up. 
their domestic marketing efforts. _ - / - 

They are likely to find it an uphill baf- 
tie given that the stefuM* indus try on d r.. : 
whole is losing money and downsizing. 
Other airlines have also stayed away from 
Hartsfield because of tbe entrenched posi- 
tion of Delta which, as one of thejltfs- 
largest employers, can influence (tensions 
in its favour. 

At the moment. Mr John Braden, mar- 
keting chief, is focused on d rummi ng up 
new Latin American cargo customers and . 
luring Latin American airlines, which-? 
would normally use Miami. He hopes, far 
example, to have Varig. the Brazilian 
national airline, flying four jumbos taUf 
Hartsfield soon. ..... 

To add to Hartsfield’s worries, the aty _ 
of Atlanta has failed for more than a year_ 
to appoint a new aviation commissioner to • 
run the airport Mr Max Walker, who bad - 
retired as deputy coramisshpsr, has beat T 
standing in as acting commissioner. 

The city’s search has been complicated 
because it has been unwilling to pay an 
annual salary of about $120,000 which is . 
what airport chiefs make elsewhere, offer- 
ing instead only some §80,000. - 

Despite these concerns, the airport is 
soldiering on and attracting more, if smaB. 
airlines. AeroCancun, for service™ 
Mexico's resort of Cancun: Am erica n 
Eagle, the commuter affiliate of American 
Airlines; GP-Express. another commuter 
carrier, and Kiwi, a small East Coast air- 
line, have set up at Hartsfield over the 
past year. 

Yet. perhaps more importantly, with the 
south-east as the fastest growing region In 
the US. Hartsfield seems on a relatively 
sure footing for the future. 


Barbara Harrison 


AIRLINE GUIDES 


Rival bibles for 
travellers 


Tom Bums 


■ IF you are a business traveller 
• working out of London or any 
! other European capital, the 

bible for yon is probably still 
< the ABC World Airways 
. Guide, published by the Reed 
i Travel Group. And If you are 
- business person based in the 
; US you would probably regard 
; the Flight Guide, published by 

■ Official Airline Guides as an 
i indispensable prop. 

| OAG was part of tbe group 
of companies controlled by the 
i late Robert Maxwell. Accord- 
! ing to Mr Jolyon Neely, sales 
and marketing director - busi- 
ness sector , the company is 
profitable and effectively con- 
i trolled by the banks to whom 
! Mr Maxwell owed money. 

The point Is that these two 
companies virtually have a 
i duopoly on scheduled airlines 
I guides, bat bave relative 
strengths in different markets. 

On the face of it, OAG has 
the larger share of the market 
It claims sales of 430,00 units 
against about 120,000 for ABC. 

These figures are not strictly 
comparable because OAG has 
| a heavy emphasis on the US 
market, while ABC has mare 
of a dominance in Europe and 
the rest of tbe world. More- 
over, the two companies pro- 
duce slightly different prod- 
ucts for different markets so 
comparisons on units or sales 
is not very meaningfUL 

Suffice to say the two com- 
panies dominate a market 
which is worth at least £100m 
and has been growing at 
between 5 and 10 per cent a 
year far tbe past five years. 
Much of the growth has come 
from the corporate sector, te 
business travellers. 

Mr Ron Spiers, publishing 
director at Reed Travel Group, 
estimates there 735 scheduled 
airlines in the world. He says: 


“We lose some each year and 
gain some; we are about 10 
down on last year.” 

He adds: “There are 122.243 
unique flight numbers each 
day. If you break these down 
into sectors, say London, 
Paris. Johannesburg, then 
there are 671,000 sectors each 
day. These sectors are what 
the monthly grades would cat- 
alogue in some way or other 
each month.** 

Last year, ABC updated its 
flagship World Airways Guide 
and now calls It ABC World 
Airways Corporate Edition. 
This is the large tome to be 
found in many offices. It costs 
£330 for an annual subscrip- 
tion and is published monthly 
in two volumes. ABC says it 
sells about 71,000 of these. 

Much of the growth in the 
corporate market is in the 
pocket guides, called flight 
planners. These are condensed 
versions of the World Airways 
Guide and cover Europe, 
Africa, Middle East, Asia-Pa- 
cific, and the Americas. ABC 
sells a total of 26,278 of these 
around the world, in various 
editions and different markets. 
The pocket guides cost £73 for 
an annual subscription of 12 
volumes. 

These are the main products 
of the Reed Travel Group. 
There are other publications 
covering hotels, and guides 
such as the ABC Rail Guide 
for tbe UK. This includes time- 
tables and fares. Updated each 
month it covers all services in 
London and southern England, 
with complete details of the 
rail services between Britain's 
main towns and dties. 

The Reed Travel Group can 
be contacted in Church Street 
Dunstable, Bedfordshire LU5 
4HB (Telephone: 0582 6001 11) 
Tbe flagship guide at OAG is 


the Flight Guide. This is pub- 
lished in two editions, a North 
American edition and a world- 
wide edition. The North Amer- 
ican edition sells 106,000 
copies each year and costs 
S310 for an ann ual subscrip- 
tion. The cost of the worldwide 
edition, which sells 40,000 
copies, is $382. 

OAG, tike ABC, publishes 
pocket guides. These cover tbe 
North Americas as well as 
Europe, the Middle East. 
Africa and Asia-Pacific. As 
with the standard desk Flight 
Guide, the emphasis on OAG’s 
pocket guides is cm the Ameri- 
cas. OAG’s pocket flight 
guides cost $103 for a 12- 
montb subscription. They 
appear each month. In the UK 
it is possible now to buy indi- 
vidual monthly editions at 
selected bookshops. They 
retail at £4.99 each. 

Again these are the main 
publications put out by OAG 
relating to tbe airline busi- 
ness. There are other products 
covering hotels, shipping and 
cargo. In Britain, OAG can be 
contacted at Bridge House, 4 
Lyons Crescent, Tonbridge, 
Kent TN9 IBX. Telephone: 
0732-770655. 

Both companies are now 
going electronic. OAG has 
developed a system of com- 
puter discs for IBM-compatible 
personal computers. This is 
essentially a floppy disc which 
is grafted onto a hard disc and 
is updated each month. The 
cost of 12 monthly discs is 
$250. 

ABC has chosen a different 
route via CD- Rom. This means 
that the purchaser will also 
have to buy special equipment 
akin to a compact disc player 
to use these discs. 

Stewart Dalby 
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■ HUBS: MANCHESTER AIRPORT 

Well-established pattern 



Manchester airport: Schodtdad traffic, which carries business trsveBera, is growing faster than holiday traffic 


WHEN British Airways’ 
inaugural Inbound flight from 
Los Angeles arrived at Man- 
chester airport last month, it 
contained a surprise. Forty of 
the 218 passengers were en 
route to Munich, transferring 
to BA’s early morning service 
on arrival. 

BA had not been expecting 
Manchester to start playing its 
hub-and-spoke role so quickly 
- before advertising and 
promotions had exerted their 
full effect in California - but 
the service seems to have 
tapped a pent-up demand. 

With 30,000 advance 
bookings already, BA’s target 
of 70,000 passengers flying 
Man cheater- LA looks easily 
attainable. 

It fits a now well-established 
pattern. Qantas was the first 
international carrier to give 
Manchester a proper test with 
a scheduled long-haul service 
10 years ago. 

This has since proved to 
have been the critical first step 
towards a remarkable progress. 

In 1985, the airport had 2.4m 
scheduled passengers, 3.7m 
chartered, and 114,000 in 
transit, making a total of 6.2m. 

By the end of last year 
numbers had doubled, with 
4.8m scheduled, 6.9m 
chartered, and 747,000 in 
transit, totalling 12.4m. 

The three categories grew by 
100 per cent, 88 per cent and 
more than 500 per cent 
respectively over the eight 
years. 

This means that the 
scheduled traffic, which carries 
business travellers, is growing 
faster than the holiday traffic, 


while rapidly rising numbers 
of transit passengers are 
proving Manchester’s 
emergence as a huh. 

Last month, Manchester 
opened the £265m first phase of 
its Terminal Two, so it <*an 
grow to 18m passengers a y ea r. 
There are now 94 air line 
serving 166 destinations. 

Most of Europe is now 
covered - with day trips to, for 
example, the main business 
centres of Germany, France or 
the Netherlands exploited by 
growing numbers of business 


American Airlines was 
the first US carrier to fly 
direct into Manchester, 
opening a daily route to 
Chicago in 1986 


travellers. 

But It is the growth of 
worldwide connections which 
is establishing Manchester’s 
international credibility. 

Manchester’s attraction is 
20m people wi thin two hours’ 
driving. 

Qantas tested a research 
finding that most of the 50,000 
northerners then travelling to 
Australia via other airports 
each year would prefer not to 
change aircraft. 

“They got 28,000 in the first 
year, now it's up to 75.000,” Mr 
Gil Thompson, Manchester 
airport's chief executive, says. 
“Qantas proved that the 
northerner rewards the airline 
that flies to bis doorstep. Our 
research shows that if airlines 
come in here, people will move 
their itineraries around to use 


the services.” 

Manchester was also helped 
by a cross-party lobbying 
group called the Northern 
Consortium, formed tty local 
authorities throughout the 
north of Eng land 

It helped Manchester 
airport’s designation by the 
government as both an 
international gateway and the 
UK’s northern hub. 

The airlines soon got the 
message. The airport itself 
always offered BA first crack 
at any new potential route, but 
knew foreign airlines were 
eager to step in if BA did not 
want the route because of its 
commitments at its Heathrow 
headquarters. 

American Airlines was 
therefore the first US carrier to 
fly direct into Manchester, 
opening a daily route to 
Chicago in 1986. 

Mr fain Burns, a former 
Manchester airport employee 
who now works for American, 
says: “There was a huge 
untapped market of business 
travellers in the north of 
England. There was, and still 
is, a pronounced feeling amon g 
businessmen in the north that 
they should not have to travel 
to the US by way of London.” 

Manchester to Chicago is on*» 
of the airline's most profitable 
routes, with flights close to 
fulL 

Mr Burns says: “The 
attraction of Chicago for the 
business traveller is that It is 
an important hub. New York is 
essentially a point-to-point 
airport. From Chicago it is 
possible to fly to 114 other 
destinations. Only 30 per cent 


of our passengers finish their 
journeys in Chicago. The otter 
70 per cent fly on somewhere 
else.* 

Delta Airlines is also happy 

with M anchester, from where 

it has been flying daily to 
Atlanta for nearly two years. 

An official said; “This flight 
Is very profitable. We carried 
136,000 passengers last year, 
which means pretty full 
payloads. It did not start 
quietly, th en fimp along and 
finally pick up. We did well 
from day one.” 

Cathay Pacific has three 
flights a week to Hong Kong. 
Mr John Paterson, Cathay's 
manager for Britain and 
Ireland, says: “The problem of 
going via Heathrow is that you 
have to change terminals and 
flights. From Manchester you 
can fly direct, with one stop in 
Frankfurt” 

This creates the minimum of 

disruption for travellers but 

alsp enable* Cathay to top Up 
with passengers in Frankfurt 
Profitability is encouraging 
Cathay to increase to five 
flights a week in July, followed 
by daily services when it can 
get the slots. 

Mr Thompson says: “We 
have then been able to prove If 
that airline were minded to fly 
direct from Manchester, it 
would carry at least 50 per cent 
more than our market research 
first indicates is available. 

Chicago is a cate in point: 
there were 40,000 when 
American Airlines started, 
then 60,000, then 80,000. then 
90,000. . and now it’s 130,000 
people.” 

Competition is also effective; 


“When American Airlines 
started a daily service to New 
York - as British Airways 
already offered - BA was afraid 
it would halve the cake. What 
has it done? It has doubled the 
traffic. Instead of 100.000 
passengers a year to New York 
from Manchester, there are 
now 200,000. 

“Our research has shown 
that direct, particularly 
non-stop services, multiply the 
traffic. We are not in the 
business of putting airlines on 

the marg in by trying to cut the 


cake into too many small 
slices” Mr Thompson adds. 

As well as passengers 
driving to Manchester, the 

airport also promised airlines 
it would use valuable air 
traffic slots to improve feeder 
services. This has also paid off. 

“There are now more 
domestic passengers feeding 
Manchester as a hub than any 
other airport in the country, 
including London,” Mr 
Thompson says. 

"We have 19 domestic routes. 
We feed them In from places 


such as Dundee, Edinburgh, 
Exeter, Southampton, Belfast, 
Cardiff and Newcastle. It’s 
expensive in terms of slots, but 
it's our investment in the 
future - to be a hub, rather 
than an airport tha t fifes from 
point to point” 

About 250,000 extra 
passengers have therefore been 
delivered to the long-haul 
scheduled carriers, the bulk of 
them business travellers. 

Manchester also offers 
another advantage - it is up to 
an honr nearer New York than 


Pfctun*.- Aran 

London is. partly because of 
less air traffic congestion. 
Business leaders point to a 
5%-hour journey time 
east bound. 

There are still gaps in 
Manchester's schedules, such 
as Vienna and Japan, but Mr 
Thompson and bis team are 
working on them, with a 
regular return service to Osaka 
by All Nippon Airways the 
best bet for the next new 
long-haul route. 

Ian Hamilton Fazey 
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■ HUBS: SINGAPORE 

Busiest in south-east Asia 


P lanning, planning and 
more planning has been 
the secret of Singapore's 
success. Over the past 30 years, 
Mr Lee Kuan Yew, the former 
prime minister, and his team 
of technocrats and planners 
have tinned Singapore from a 
neglected post-colonial outpost 
into one of the world’s most 
dynamic economie s, with the 
second-highest per capita 
income level in Asia. 

Changi airport, Singapore’s 
international air terminus, is 
just one example of the meticu- 
lousness of the city state's 
planners. Changi, more than 
half of it built on land 
reclaimed from the sea, was 
opened in 198L A second run- 
way began operating three 
years later. In 1990, a second 
terminal was opened. C hangi is 
consistently voted by Interna- 
tional travellers to be among 
the world's best airports. 

According to the civil avia- 
tion authority of Singapore 
(CAAS), Changi handled 18.1m 
passengers and more than 


700,000 tonnes of air freight 
last year, registering growth 
rates of 11.8 per cent and 11 per 
cent respectively. 

Changi is now served by 59 
scheduled airlines linking it to 
more than 100 cities in 54 coun- 
tries. Each week nearly 2JSOO 
scheduled flights land at 
Changi, it the busiest 

air hub in southeast Asia. 

Rrittfng facilities at Changi 
can cope with as many as 24m 
passengers a year. But the 
CAAS planners are looking far 
ahead. Under the terms of a 
master plan originally con- 
ceived back in 1975, work is 
beginning cm a third terminal 
and there is already talk of 
building a fourth terminal 
around the turn of the century. 

A frantic bout of airport con- 


struction is now taking place 
in east Asia to cope with a 
rapid rise in air traffic. The 
international air transport 
association (lata) says only two 
air traffic “hubs” in the region 
- Singapore and Taipei -have 
the fariirtfss in place to deal 
with projected growth in pas- 
sengers. 

A recent lata report forecast 
that airline passenger numbers 
in the Asia-Pacific region will 
double over the next six years. 
By 2000. the region will 
account for nearly 40 per cent 
of worldwide passenger traffic 
and by the year 2010 that fig- 
ure will be more than 50 per 
cent - representing 375m pas- 
sengers. 

In south-east Asia, lata pre- 
dicts that passenger traffic will 
increase by more than 9 per 
emit per year up to 1995, com- 
pared with an annual growth 
of 33 per cent in Europe and 5 
per cent in North Am eri ca . 

Airport overcrowding and 
various infrastructure bottle- 
necks threaten to hold up pas- 
senger growth in the region. 
Tokyo, Osaka, Seoul, Hong 
Kong, Bangkok and Kuala 
Lumpur are all planning or 
actually building new airports. 
But if passenger growth con- 
tinues to climb in line with 
lata projections many of these 
facilities will be operating at 
virtually fun capacity from the 
(fey they open. 

Singapore is making full use 
of the advantages of its supe- 
rior aviation facilities to estab- 
lish itself as a hub not only for 
the region, but for worldwide 
airline traffic. 

Singapore Airlines (SIA) has 
been at the centre of Changi’s 
development as a hub. Over 
the years SIA has rapidly 
expanded both its regional and 


long-haul operations. At the 
end of last year SIA had flights 
to 66 cities in 40 countries with 
more than 400 weekly services. 
In the past two years alone, 
nine new destinations have 
been added to the SIA network. 

SilkAir, a wholly-owned SIA 
subsidiary, has concentrated 
on pioneering various regional 
routes out of Singapore. These 
services Hnk into SIA services. 

Mr Michael Tan, SIA deputy 
manag in g director for commer- 
cial affairs, says the primary 


Other airlines have been 
approached by 
Singapore’s civil aviation 
authority to use Changi 
as a hub 


aim of the airline's route plan- 
ning is to gain access to both 
key and developing markets, 
offering passengers and freight 
customers a comprehensive 
network with a high frequency 
of fast, non-stop services. 

“Our scheduling strategy 
emphasises the integration of 
the long haul and regional ser- 
vices. SIA to SIA and SIA to 
SilkAir, thus building a strong 
hub at Changi airport, which is 
the ideal airport given its mod- 
ern and efficient facilities,” 
says Mr Tan. 

But Changi’s hub operations 
are not exclusive to SIA. Singa- 
pore's planners realise that if 
the airport Is to develop to its 
full potential, other airlines 
must also use it as a hub for 
their flight operations. 

In 1969, Singapore signed an 
agreement with Britain which 
allowed British Airways hub- 
bing rights out c£ Singapore. In 
time BA will be able to base 
fleets of smaller aircraft at 


Changi servicing regional 
routes, which will then link up 
with the airline’s longer-haul 
flights 

At the time the agreement 
was described as a model for 
other countries to follow. Mr 
Lim Chin Beng, SIA’s deputy 
rhairman says the future of 
aviation rests on developing 
such a hub-and-spoke system 
at airports. 

In return for use of its facili- 
ties at Changi, SIA has pressed 
for increased traffic rights and 
hubbing at other centres. 
Other airlines have been 
approached by Singapore’s 
civil aviation authority to use 
Changi as a hub, including 
United Airlines. Qantas and 
Japan Airlines. 

SIA recently lost a battle 
with British Airways for a 
stake in Qantas. But the Aus- 
tralian carrier is already using 
Changi as a hub or “feeder” 
airport for its rapidly-expand- 
ing regional services. Qantas 
flights between Singapore and 
Hong Kong, Bangkok, Kuala 
Lumpur and Jakarta are being 
linked in to the airline’s long- 
haul services between Austra- 
lia and Europe. 

Last year, Singapore and 
Australia agreed to a 50 per 
cent increase in air traffic 
between the two countries up 
to 1995 in order to boost tour- 
ism and trade. 

In tandem with Changi’s 
development as a passenger 
traffic hub, moves have also 
been made to increase Singa- 
pore’s importance as an inter- 
national freight hubbing cen- 
tre. 

In late 1990 the air transport 
agreement between Singapore 
and the US was revised, allow- 
ing US carriers extensive hub- 
bing rights for freighter ser- 
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vices out of Singapore. US air- 
lines can now operate up to 42 
B747 cargo services between 
Singapore and other destina- 
tions in the Asia Pacific region. 
These services can then feed 
cargo to their long-haul flights. 

In return, Singapore secured 
an Atlantic routing with access 
to four points in the US, 
including New York, and 
onward services into Canada. 
Certain restrictions on the 
Pacific route into the US were 
also lifted. 

Increased maintenance facili- 


ties at Changi have also helped 
Singapore’s development as an 
aviation hub. A large number 
of airlines now use Changi's 
sophisticated technical facili- 
ties. 

In a recent statement, Boe- 
ing noted that an increasing 
proportion of its orders came 
from the Asia Pacific region. 
Of the 226 747-4QQS so far deliv- 
ered, 53 per cent have gone to 
carriers in the region. 

Singapore is the main loca- 
tion for Boeing’s spares sup- 
port feeffity in the Asia-Pacific 


region. A new centre near 
Changi will operate round the 
clock to service the needs of 
carriers using Singapore. 

Mr Kannjit Singh, assistant 
director for corporate affairs at 
SIA, says all these factors have 
helped strengthen Changi's 
role as a hub. “A hub does not 
just happen.” says Mr Singh. 
“It is the product of a strategic 
vision, sound long-term plan- 
ning and meticulous imple- 
mentation.” 

Kieran Cooke 
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AIRLINE SLOTS: A PLACE ON THE TARMAC 


Increasingly hostile dogfight 


THE captain of the British 
Airways shuttle to Belfast was 
apologetic. “You could be for- 
given for thinking we were 
going via Rome,” he told his 
passengers. “We have taxied 
about four miles around Heath- 
row, but we have the next slot 
in the queue." 

Plight BA4572 operates in 
one of the many slobs which 
together give BA a command- 
ing share of trade at Europe's 
busiest international airport 

Slots, a prized possession at 


busy airports, give carriers 
access to runways where air 
traffic is limited because of 
congestion. The Belfast shuttle 
Is one of thousands of flights in 
Europe which depend on trade 
flows controlled by slot sched- 
ules. 

The system regulates depar- 
tures and arrivals at London's 
Heathrow and Gatwick, Frank- 
furt Milan and Munich. 

By 1995, increasing conges- 
tion is expected to require slot 
restrictions at Geneva, Rome, 



Sir Michael Bishop befieves the mixed-mode system would free more slots 


Stuttgart. Paris Orly and Dils- 
seldorf. 

Increasing frustration at slot 
restrictions has now prompted 
several carriers to seek 
changes in the trade manage- 
ment of Europe's air space. 

Aware of complaints that 
smaller airlines get a poor deal 
in the share-out, EC transport 
ministers last year decided to 
tighten the rules so that air- 
lines would lose slots they 
don't use. But some operators, 
such as Virgin Atlantic Air- 
ways, claim the moves do not 
go far enough. It wants slots 
confiscated from large carriers 
to make way for new ones. 

For the business traveller, 
the argument turns on 
whether a more equitable dis- 
tribution of slots would pro- 
vide more choice and better 
service for the consumer. 

Independent carriers such as 
Virgin at Heathrow and ANA 
at Tokyo Narita argue that air- 
lines operating existing routes 
would be forced to improve ser- 
vices with more direct competi- 
tion. That competition depends 
on rival carriers being awarded 
slots at the right time to 
mount an effective challenge. 

The bodies governing slot 
allocation are not so sure. 
They arc reluctant to endorse a 
sweeping upheaval of the slot 
allocation system and prefer 


Instead to increase availability 
through piecemeal improve- 
ments in air traffic control and 
terminal capacity. 

In terms of consumer choice 
and service, it is questionable 
whether travellers would see 
an immediate benefit if the 
authorities embarked on a 
Robin Hood strategy of taking 
slots from the rich - mega-car- 
riers such as United, Ameri- 
can, BA and JAL-to give to 
the poor. 

The small independents, 
however, claim their whole 
future depends on slots. With- 
out them their hopes for 
expansion and a larger route 
network will be frustrated. Vir- 
gin, for example, has route 
licenses to fly to San Francisco 
and Washington but cannot 
begin services from Heathrow 
without slots. The equation is 
quite simple: no slots, no ser- 
vice.. 

The European Commission is 
sow considering a complaint 
that slot allocation at Heath- 
row is unfair. Virgin hopes the 
ruling, expected in the sum- 
mer, will transform take-off 
and landing patterns at Lon- 
don. 

Whatever the Commission’s 
decision, the big carriers will 
Tight tooth-and-nail against 
surrendering slots. They are a 
heavyweight lobby and many. 


Heathrow Terminal 4: Piecemeal expansion is overseen by three different bodies: the CivB Aviation Authority. BAA and Airport Co-ordmatfonUmBad 


including BA and Lufthansa, 
will argue that their sizeable 
share does not inhibit fair com- 
petition. 

BA is extremely reluctant to 
give up its hold on 39 per cent 
of Heathrow slots and says it 
compares favourably with the 


control exercised by US carri- 
ers at their home bubs. 

American Airlines controls 
65 per cent of slots at Dallas; 
United 68 per cent at Washing- 
ton and. 48 per cent at Chicago; 
Delta has a 70 per cent share at 
Atlanta. The best bet for 
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I 've come to expect a lot from Canadian’s 
in-flight service, but I have to admit, l 
was surprised. After all, convenience stores 
are not exactly plentiful at that height. 


^ooo FEET ABOVE THE 
ATLANTIC, I ASKED FOR. A 


more flights to more places within the 
country than anyone else. And, of course, 


with every journey I accumulate more 


frequent flyer points. 


But what’s reallv converted me is the 


HOT 


attitude of Canadian’s flight attendants. 
They're attentive but never obtrusive. 
Experience has taught them that we 
all approach air travel differently. So they 


treat us 3s individuals. And tailor the 


service accordingly. 


chocolate. 



c< 


WE HAVE NONE ON BOARD THE AIRCRAFT,” SAID THE 
FLIGHT ATTENDANT, “BUT I CAN GO AND GET YOU SOME.” 



Nevertheless, the flight attendant reappeared 
a few minutes later, carrying a large cup of 
hoc chocolate. It turned out that this was her 


CAROLE NOYES, CANADIAN AIRLINES 
FLIGHT ATTENDANT. OUR STORY IS 
BASED ON A LETTER RECEIVED 
FROM A REAL CANADIAN AIRLINES 
PASSENGER THANKING CAROLE FOR 
HER THOUGHTFULNESS. 


favourite drink too and she’d dipped into a 
personal supply she’d brought from home. 

It was an example of the sort of 
thoughtfulness l experience every time I fly 
to Canada in Canadian Business Class. 

I like the fact that, because 
they fly from Gatwick and 
Manchester, a journey with 
Canadian tends to be hassle 


For some people that means 
enjoying everything that 


Canadian Business Class has 


to offer. The complimentary 
drinks. Free newspapers. 


A choice of three different 


five course meals served 


on Royal Doulton 


ONE WAY FARES 


china 



free. Which suits me. The 


last thing I want is a battle to 
get to the airport. 

Departures are conveniently 
timed to suit the business day 
with daily scheduled services from Gatwick 
to east and west Canada and frequent 
services from Manchester. Connections 
within Canada arc easy too. Canadian has 



and accompanied by some of 


the finest wines. 


As for me, a nice wide, comfy 
seat with plenty of [eg room. 
A good book. And the 


occasional cup of hot 


chocolate. Served 


Canadian, naturally. 

Your travel agent will tell you mote about 
Canadian Airlines ’ sendees to Canada. Or call 


Canadian Airlines’ Reservations Department 
081 667 0666 (outside London 0345 616 


Canadi 


in 

Canadian Airlines International 




smaller carriers seeking slots 
lies not with allegations of 
market-rigging and complaints 
to Brussels. They should con- 
centrate instead on making 
gains out of the increasingly 
hostile dogfight being waged 
by the mega-carriers under the 
auspices of air liberalisation. 

United, for example, has 
decided to test Britain’s com- 
mitment to liberalisation by 
agreeing to buy the Gatwick- 
Philadelphia licence from 
CJSAir on condition it can 
transfer the route to Heathrow 
and use it to serve Chicago. 

If the move is approved it 
could create opportunities for 
other airlines to press their 
case. 

In the end, however. Heath- 
row will reach saturation point 
and there will be fewer slots. 

For all their lobbying of poli- 
ticians and transport user 
groups, the airlines seeking 
clearance at the world's most 
popular hub win have to wait 
i for gradual improvements in 
technology and runway capac- 
ity that should, in time, make 
more slots available. 

At Heathrow, this piecemeal 
expansion is overseen by three 
different bodies; the Civil Avia- 
tion Authority (CAA), in 
charge of air traffic control; 
BAA, the airports operator 
which provides gates and ter- 
minal capacity; and Airport 
Co-ordination Limited (ACL), 
the final arbiter of UK slots. 

Under the system, no slots 
can be allocated without the 
approval of two men. Dr Peter 
Breaker, chief scientist at the 
CAA, decides the sustainable 
runway capacity at Heathrow 
and Gatwick. 

He has set the runway rate 
at Heathrow at 76 movements 
an hour. This compares with 67 
an hour in 1981 and reflects 
improvements in air traffic 
control and the use of “fast 
taxiways" that enable aircraft 
to join or exit runways with 
greater frequency. 

Mr Peter Morrisroe, manag- 
ing director of ACL. is 
Britain's independent slot 
coordinator. He derides where 
to allocate capacity following 
bi-annual meetings with the 
CAA, BAA and the airlines 
concerned. 

Most slots at EC airports are 
in the gift of co-ordinators 
employed by national flag car- 
rier. Britain - reacting to com- 
plaints of slot rigging - has 
now urged its EC partners to 
follow Heathrow's example and 
set up an independent body to 
make allocations. 

According to Virgin, how- 
ever, London’s independent 
co-ordinator is too partial in 
favour of BA and it wants a 
radical change. “We believe 
slots should be allocated for a 
10-year period and should be 
handed back if there is a 
change of use,” the airline 
says. 

Such initiatives are not wel- 
comed by all the Independents. 
British Midland, the short-haul 
carrier with 14 per cent of 
Heathrow slots, is pursuing 
another course. It wants to see 
US-style "mixed-mode" 
operations which allow aircraft 

to take off and land on the 

same runway. At present, 
Heathrow's two runways are 

reserved for one or the other. 

Sir Michael Bishop, British 
Midland's chairman,- argues 
that su ch a system would free 

'-vs.: 


more slots for some or the 62 
airlines operating out of Heath- 
row. But the CAA says there is 
no leeway for mixed-mode 
operations. “A take-off between 
two landing aircraft would be 
difficult to introduce because 
of the Vortex Separation Stan- 
dards which ensure - a 
three-mile gap between each 
aircraft movement." it says. 

Mixed-mode slots are also 
constrained by environmental 
regulations designed to minim- 
ise the airport's impact on resi 
dential areas. Any change 
would require political inter- 
vention, according to the 
authority. 

“The biggest move to get 
more slots is to extend the 
working da)’. With only an 
extra half hour in the morning 
and in the evening you'd get 
an extra 74 movements," the 
CAA adds. 

The proposal is backed by 
British Midland, which says it 
would create slot vacancies by 
enabling long-haul flights to 
land earlier. 

Sir Michael claims European 
airports are also following US 
trends by allowing slots to be 
leased or sold by one carrier to 
another. 

ha the US a peak period slot 
at a leading hub has an esti- 
mated value of Sim. An Ameri- 
can carrier may own 20 or 
more gates at a particular hub 
which it can sell or lease to Its 
rivals. But the European Com- 
mission is opposed to the Idea. 

“The pricing mechanism 
used in the US is not consid- 
ered appropriate for Europe 
because it would increase the 
costs considerably and would 
not be in line with the policy of 
the Community to increase 
competition,” Commission offi- 
cials say. 

The system of buying and 
selling slots is fraught with dif- 
ficulties because most Euro- 
pean carriers do not own air- 
port gates; they share them. 
Gate control lies with the air- 
port operators. 

Limitations on use of gates 
and runway capacity has 
forced airlines to maximise the 
use of existing slots by switch- 
ing routes and introducing 
larger aircraft into their sched- 
ules. British Midland, for 
example, has abandoned ser- 
vices from Heathrow to Liver- 
pool and used the slot to serve 
Frankfurt. 

Using bigger aircraft for 
existing slots might avoid 
increased congestion on the 
runways but can lead to jams 
in the terminals. To solve that 
problem a number of European 
hubs including Paris Charles 
de Gaulle and London Heath- 
row have embarked on ambi- 
tious plans to create more ter- 
minal capacity. 

BAA says its proposed fifth 
terminal will handle a further 
10m passengers by the turn of 
the century and 30m by 2015 
- without any increase in the 
number of slots available. 

“Overall, the planes coming 
in are going to get larger," says 
BAA. “We expect an increase 
™ 2 cent in average size by 
the time the new terminal ■ 
opens. 

“Until then we have to hope 
that slot allocation will be 

more flexible. But aircraft will 

still be stacking at the runway 

for some time to come." 
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ONE DOES BUSINESS like CANADIAN DOES BUSINESS 


^roprovemenls in afr traffic control can increases 







